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INVESTIGATION INTO COMMERCIAL AND INDUSTRIAL 
TYPE ACTIVITIES IN THE FEDERAL GOVERNMENT 





TUESDAY, JULY 21, 1953 


Hovusr oF REPRESENTATIVES, 
INTERGOVERNMENTAL RELATION) SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in the 
caucus room, Old House Office Building, Hon. Cecil M. Harden 
chairman of the subcommittee) presiding. 

Present: Representatives Mrs. Cecil M. Harden (chairman of the 
subcommittee), Frank C. Osmers, Jr., Jeffrey P. Hillelson, and Jack 
Brooks. 

Also present: Ray Ward, staff director; Jane E. Morgan, clerk, and 
L. T. Mahurin, staff member. 

Mrs. HarpEen. The meeting will come to order. 

The clerk will call the roll. 

(The clerk called the roll, and the following members answered to 
their names: Mrs. Harden and Mr. Osmers.) 

Mrs. Harpen. We are resuming hearings today on the subject of 
commercial and industrial-type activities in the Federal Government. 
Perhaps a more concise way of stating it would be “the Federal 
Government in commercial business.” 

On June 9, 12, 16, and July 9, we heard numerous witnesses repre- 
senting the side of industry complaining about alleged Federal compe- 
tition with their businesses. ‘The subjects covered were rope manu- 
facturing, commissaries, alcoholic beverages, box manufacturing, ice 
cream manufacturing, heat treating, warehousing, paint manufac- 
turing, printing and binding, tugboat and barge operations, tire 
recapping, expansion of power facilities, and scrap iron and steel 
operations. 

On July 8 representatives of the GAO testified in detail with respect 
to the adequacy and convenience of military commissaries in the 
United States. The GAO is preparing additional testimony with 
respect to the handling of alcoholic beverages on military reservations. 
We expect to hear from them near the end of the month. The GAO 
will also testify in detail on the cost aspect of military commissaries, 
probably in October. 

We have asked the Secretary of Defense to testify today or to have 
someone who can represent him as to the overall policy of the Depart- 
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ment with respect to the establishment and disestablishment of com- 
mercial and industrial-type activities in the various agencies of the 
Department. We have asked that the representative discuss the 
existing regulation 4000.8, what has been done to implement and 
enforce it and what further plans are contemplated. 

We are pleased to have with us this morning Mr. John C. Houston, 
Jr., of the Office of the Special Assistant to the Se cretary of Defense, 
who will discuss the overall policy. Tomorrow and Thursday we 
shall have expert witnesses dealing with the specific subjects of rope 
manufacturing, commissaries, alcoholic beve rages, box manufactur- 
ing, paint manufac ‘turing, tugboat and barge operations, scrap iron 
and steel operations, and coffee manufacturing. 

Mr. Houston, will you please take the oath? 

Do you solemnly swear or affirm that the testimony which you 
will give at this hearing will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Hovsron. I do, so help me God. 

Mrs. Harpen. Please give your title and something of your back- 
ground and then proceed with your statement. 


TESTIMONY OF JOHN C. HOUSTON, JR., OFFICE OF THE 
SECRETARY OF DEFENSE 


Mr. Houston. My name is John C. Houston, Jr. I am a member 
of the staff of the Secretary of Defense in the Office of the Special 
Assistant. Formerly I was Acting Chairman of the Munitions 
Board and prior to that time was Executive Vice Chairman of the 
Munitions Board, and prior to that was Vice Chairman in charge of 
the stockpiling program for the Munitions Board. 

Madam Chairman and gentlemen, I have come before you today 
to discuss the commercial and industrial-type activities of the Depart- 
ment of Defense. In accordance with guidance received from the 
committee my remarks will cover: First, the overall policy of the 
Department of Defense in respect to initiation or continuation of 
commercial and industrial-type facilities as set forth in Department 
of Defense Directive 4000.8, published on September 5, 1952, and 
revised on November 17, 1952; and, second, what has been done to 
implement and enforce this policy. 

Pending a complete review of all of the basic policies expressed in 
the above-mentioned directive, and in order to provide guidance to 
the military departments until such a policy review can be completed, 
the Secretary of Defense has continued this directive in effect. As 
you know, the reorganization plan for the Department of Defense 
was recently approved by the Congress, and it is the intention of the 
Secretary to bring into the key positions provided by that plan the 
people who will be qualified to reappraise existing policies and to 
advise him on changes and improvements required to assure an 
effective supply system without waste, duplication, or encroachment 
in the field of commercial and industrial activities where private 
industry is willing and can adequately meet military demands. 

It is my understanding that your committee has these same basic 
objectives in mind. Therefore, I, and the other witnesses who are to 
follow, are prepared to give you an explanation of the existing policy 
as set forth in directive 4000.8, and what has been or is being done 
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under it. The part of this directive which is of immediate concern to 
your committee reads as follows: 

Commercial] and industrial type facilities * * * operated by each of the mili- 
tary departments shall be made available to the maximum extent for the use of 
any of the military departments. Existing commercial and industrial type facili- 
ties shall be surveyed to determine the need for their continued operation and 
retention. Such facilities will not be continued in operation where the required 
needs can be effectively and economically served by existing facilities of any 
department or where private commercial facilities are available, except to the 
extent that such private commercial facilities are not reasonably available or their 
use will be demonstrably more expensive or except where the operation of such 
facilities is essential for training purposes. No facilities, not in operation, shall 
be retained unless necessary for mobilization reserve. Cost-accounting methods 
will be employed to assist in formulation of decisions concerning cross servicing, 
establishment, or continuance of such activities in or under the Department of 
Defense. 

Additional facilities of these types shall not be established or acquired by a 
military department unless the required needs cannot be effectively served by 
existing facilities of all of the departments or by private commercial facilities. 
Except in a zone of action (e. g., Korea), no such additional facilities shall be 
established or acquired without prior approval of the Secretary of Defense. 

Pursuant to DOD Directive 4000.8 the military departments have 
submitted for review by the Office of the Secretary of Defense lists of 
construction and real-estate projects in the commercial and industrial- 
type categories, including warehouses, repair shops, laundries, baker- 
ies, box shops, and miscellaneous type facilities in the commercial and 
industrial field, together with appropriate justifications. All such 
projects have been reviewed for conformance with the policy set forth 
in Department of Defense Directive 4000.8 and have been approved 
only when in compliance with that policy, viz: that the requirement 
can be met in no other way. 

The Department of Defense Commercial Warehouse Plan has been 
developed and is now in operation. This plan was established in order 
to obtain a more effective use of public general merchandise warehouse 
facilities to augment the existing military facilities. ‘The plan, in a 
large measure, “has obviated the nec essity of constructing additional 
military facilities with resulting savings in money, materiel, and man- 
power, and it also established a general framework within which cen- 
tralized procurement of all governmental requirements for public mer- 
chandise warehousing facilities are effected. 

The plan provides for the consolidation of the military departments’ 
overall requirements and contracts through a single agency (Depart- 
ment of the Army) for the use of public merchandise warehousing 
facilities. 

1 a : é 

Che July 10, 1953, report received from our commercial warehouse 
services officer reveals the following: 

(1) 2,508 warehouses have been surveyed throughout the country 
having a total capacity of 134,984,554 square feet of warehouse space. 

(2) Seven hundred and thirty contractors are under contract with 
the Department of Defense. The military departments are now using 
2,079,250 square feet of commercial storage space. There are 
7,470,856 square feet of vacant space available in commercial storage 
throughout the country. Since the activation of this plan, 11,082 
carloads of material have been placed in commercial storage. 

In connection with warehousing it may be of interest to the com- 
mittee for me to touch briefly on a recent action which we have taken 
to conserve warehouse space. A directive has just recently been 
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issued requiring revision of fire regulations to increase the utilization 
of existing warehouse space. The directive removes the requirement 
for firefighting lanes adjacent to walls and bulkheads and increases the 
size of stacks of low-hazard items. It is expected that over 7 million 
square feet of warehouse space will be saved as a result of this action. 

A comprehe nsive study of military coffee-roasting operations has 
been conducted to determine whether the military departments should 
continue operation of coffee-roasting plants. It was found that the 
military should continue this particular type of operation, both from 
a cost and quality control viewpoint. However, we did find it possible 
to close down two coffee-roasting plants, an Army plant at Chicago and 
a Marine Corps plant at Philadelphia. The National Coffee Associa- 
tion concurred with the findings arrived at during this review. 

A survey is presently being conducted of military operation of 
clothing manufacturing facilities in order to determine whether the 
retention of such facilities is justified. In this connection, the Navy 
has closed down one clothing manufacturing facility at Brooklyn. 

A Department of Defense directive is presently under consideration 
which would provide for the integrated conduct of military motion 
picture production operations. 

Another area of activity is the processing and sale of ferrous scrap. 
The basic policy of the Department of Defense in regard to ferrous 
scrap is to dispose of its scrap as rapidly and economically as possible. 
The Department of Defense is not in the scrap business, nor does it 
intend to infringe on the operation of commercial scrap dealers. Most 
military generated ferrous scrap is sold on an ‘“‘as-is-where-is’’ basis. 
In comparison with the national generation of scrap, tonnage of mili- 
tary scrap is negligible. 

In early 1951, the Department of Defense, in conjunction with the 
National Production Authority, initiated a worldwide ferrous scrap 
drive aimed at ferreting out every pound of scrap from each post, 
camp, station, arsenal, depot, shipy: ard, air base, and other military 
installation. Survey teams, consisting of Munitions Board personnel 
and scrap experts of the National Production Authority and the mili- 
tary departments, made extensive trips throughout the United States 
in an effort to promote the accumulation of scrap. Considerable 
assistance and guidance was rendered by the Institute of Scrap Iron 
& Steel, Inc., and by the National Association of Waste Material 
Dealers to help alleviate the shortage. In order to make the maxi- 
mum quantity of scrap available to the economy, the Department 
of Defense, at the request of the Office of Defense Mobilization, 
required that all heavy ferrous scrap generated in overseas areas be 
returned to the United States, regardless of cost considerations. How- 
ever, in view of recent information from the Office of Defense Mobiliza- 
tion, it is expected that this program will be terminated. 

In line with National Production Authority directives, maximum 
segregation of scrap was urged. The method of preparation of scrap 
was in accordance with regular commercial practice, and everything 
possible was done to prepare scrap in the manner demanded by 
National Production Authority, by industry, and by the various scrap 
agencies and associations. To accomplish this during the past years, 
use of some equipment was necessary. In most cases magnets, 
shearers, and balers were already available within the military supply 
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chain and equipment was moved to those locations where, because of 
the increased activities, it was most needed. 

It is now apparent that although the national scrap drive was long 
ago terminated, the generation and sale of military scrap has continued 
at a constant rate. Thus, as the scrap shortage eased nationally, and 
the effects of the resulting lag were felt in the dealers’ yards, the 
military scrap program continued at the same rate. It is not possible 
at all times to operate this type of equipment at full capacity, but this 
in itself does not justify disposal of the equipment already on hand. 
It would be uneconomical to try to gear military buying and selling 
of scrap processing equipment to fluctuation of the scrap market. In 
any event, a certain amount of military processing of scrap will always 
be necessary because of legal requirements to demilitarize equipment 
prior to disposal. Also it should be noted that our baling operations, 
and so forth, have helped to broaden competition in the making of 
sales, with resulting better prices and better distribution of sales to 
the industry. 

Before closing I would like to touch just briefly on the subject 
commissaries, which I believe are in a somewhat different category 
than the other activities which we are considering. In addition to 
considerations of relative cost and other factors, ‘there is a definite 
morale factor involved in the operation of commissaries. Commis- 
sary privileges have repeatedly been viewed as fringe benefits to 
service personnel in deliberations on military pay and review of the 
military career system. The Strauss Commission recently “con- 
cluded that Congress should exercise great discretion in making post 
facto adjustments in benefits and other procedures which have been an 
established part of the career system.’ The Senate, for example, in 
reporting upon the Armed Forces Pay Raise Act of 1952 clearly recog- 
nized that the commissary privilege is one of the special emoluments 
of military service. These facts must be weighed carefully in making 
decisions regarding discontinuance of commissary facilities. 

Due to peculiarities of price methods which have been used within 
some of the military departments, there have been instances where 
certain items were resold in commissary stores at less than actual 
cost. In this connection, a study has been made of the eee 
structure for coffee and as a result directives have been issued 1 
quiring that prices of coffee reflect all direct and indirect costs of 
processing as well as acquisition costs. As a result of this study 
instructions are being issued to the military departments to apply the 
same pricing principles to all resale items that are processed in any 
way by military operated facilities. 

It should be noted that the present appropriation act requires 
inclusion of certain costs in the pricing structure. Of course, the 
Department of Defense is carrying out what it believes to be the intent 
of that legislation with respect to resale items. It should be recognized 
that these actions do, over a period of time, whittle away at the career 
incentives given military personnel in the past. Brig. Gen. Herbert 
Powell will discuss the subject of commissaries in more detail later. 

This entire problem of the operation of commercial and industrial- 
type facilities by the Department of Defense, which is of concern to 
those of us who are responsible for efficient management of the Depart- 
ment, as well as of concern to your committee, results from many 
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different factors: (1) Need in isolated areas; (2) the need of training 
military personnel in the event of all-out mobilization for advanced 
base or overseas operations; (3) abnormal and fluctuating military 
demands which discourage private investment; (4) the necessity of 
meeting military demands at all times without delay; and (5) reluc- 
tance to be dependent on a sole commercial source ‘of supply with 
consequent lack of a competitive price for the desired service or 
product. 

In attacking the problem and finding a solution to it, the most 
important step, it was felt, was to impose practically an embargo on 
the additional acquisition of facilities of this type, and permit their 
construction only in those instances where they could be justified on 
the basis of rigid criteria. 

The next step contemplates a review of existing facilities, in order 
to eliminate those which are not necessary to the operation of the 
Military Establishment, and to require the remaining ones to be as 
fully utilized as possible through cross servicing. 

The final step is to apply to the remaining activities sound cost 
accounting principles by means of which a check can be made to 
assure efficiency in their operations and to judge the need for their 
continuance as compared with available commercial facilities. 

That is all there is of my formal statement, Madam Chairman, 
and I will be glad to try and answer any additional questions which 
you may have on this rather big subject. 

Mrs. Harpren. Thank you, Mr. Houston, for that very fine state- 
ment and I congratulate you upon it. Has Mr. Kyes seen and 
approved your statement? 

Mr. Houston. Yes, I talked to Mr. Kyes yesterday about this 
statement and as I have indicated in the opening page, the Secretary 
feels that under his new organization that he will be bringing in 
people to reappraise this whole problem and to advise him on any 
improvements which should be made in the program, with the idea 
of eliminating any waste and duplication, and with the idea of 
eliminating any encroachment in the field of private industry where 
the private industry can take care of our needs. 

Mrs. Harpen. Mr. Houston, it is my understanding that the 
Secretary of Defense and Mr. Kyes take the position that they have 
inherited a situation which they are desirous of correcting, that they 
want a limited period in which to make corrections and that they 
would prefer not to have legislation at this time. Is that your 
understanding? 

Mr. Houston. I think that is correct. I believe that since they 
have come into office they have had a tremendous job to do in dealing 
with a large number of very big and complex problems and I think 
they feel that they have not had a chance to give all the attention 
which they would like to all of the problems which are facing them, 
and that in this particular field they would prefer to have an oppor- 
tunity of giving it the kind of review which they would like prior to 
any additional legislation being passed. 

Mrs. Harpen. Does the Secretary feel that he has ample authority 
to do the job? 

Mr. Houston. Yes; I believe he does. I did not ask him that 
specific question in connection with this hearing, but certainly there 
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has been no indication in any of my conversations with him on this 
and related subjects that he felt at this time that any additional 
authority was required. 

Mrs. HarpEen. We have had witnesses indicate that they consider 
the existing law and even existing regulations adequate but they have 
not been enforced. How can the Congress and this subcommittee be 
assured that corrective action will be taken as required? 

Mr. Hovsron. I think the Congress on that score has to rely on 
the word of the Secretary of Defense and the Deputy Secretary of 
Defense that it is their intention to give this whole problem a very 
thorough review and to make whatever improvements are necessary 
and take whatever steps are needed in seeing that whatever policies 
they believe should be enforced are enforced. 

Mrs. Harpen. Do you feel that past action has been adequate? 

Mr. Houston. Not entirely; no. I think that additional steps are 
needed and, as I have indicated here, there are a number of additional 
suggestions which are under consideration and which I think would 
improve the situation considerably. We have placed in effect what 
you might call an embargo on the expansion in the field of commercial 
and industrial activities, and I think that the next point of attack 
must be a more thorough review than it has been possible to give up 
to the present time of the existing facilities, and 1 think that a great 
deal still remains to be done in establishing appropriate cost account- 
ing methods. 

Mrs. Harpen. It is my understanding, Mr. Houston, under the 
act of 1951, for example, that the Secretary of Defense has the re- 
sponsibility to issue regulations with respect to the control of the 
handling of the alcoholic beverages at military reservations. Is it 
not true that the Secretary of Defense on February 15, 1952, issued a 
policy statement calling upon the three services to establish suitable 
regulations on the subject and that to date the services have not 
issued these regulations? 

Mr. Houston. We have a witness appearing later who is going to 
deal with this whole problem of alcoholic beverages. My under- 
standing is that alcoholic beverages at the present time are handled 
more or less outside strictly Department of Defense control. In other 
words, that the method of handling it is through individual groups 
and not through appropriated Department of Defense funds. I have 
here with me Adm. M. L. Ring who has been in charge of our supply 
management operation and perhaps he may be able to answer this 
general question for you, although as I say on the further details we 
do have a witness who is coming here prepared to answer questions 
on this subject. 

Mrs. Harpen. Yes; Thursday morning we are having a witness 
from the Navy and also from the Army. 

Mr. Hovsron. Perhaps Admiral Ring can clarify this point that 
I was trying to make. 

Mrs. Harpen. Admiral Ring, do you solemnly swear or affirm 
that the testimony which you will give at this hearing will be the truth, 
the whole truth and nothing but the truth, so help you God? 


Admiral Rivne. I do. 
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TESTIMONY OF REAR ADM. MORTON L. RING, SUPPLY CORPS 
STAFF OF THE OFFICE OF THE SECRETARY OF DEFENSE 


Admiral Rive. Madam Chairman, with response to your particular 
question I still do not have the precise information regarding the 
implementation or the lack of it by the three military departments in 
response to the directive of the Secretary of Defense. 

However, I do wish to point out that this is part of the non- 
appropriated fund area. We are dealing with the area of enlisted 
men’s, petty officers, noncommissioned officer groups which are not 
appropriated fund activities. I regret that I cannot answer your 
specific question but I can either furnish the information for the com- 
mittee itself or I am sure that the witness on Thursday will give you 
that answer. 

Mr. Houston came to talk more to general policy rather than 
to the specifics in the area which were to be followed later in the 
investigation. 

Mrs. Harpen. Thank you. Mr. Osmers, do you have a question? 

Mr. Osmers. Yes, Madam Chairman. Before I ask Mr. Houston 
any questions I would like to say, Madam Chairman, that my mind 
keeps going back to earlier discussions that we have had among 
members of the subcommittee, both in executive sessions and at 
public hearings. As this story continues to unfold between the defense 
agencies or Government agencies involved and private business, I 
come more and more to the opinion, Madam Chairman, that it can 
never be the task of a committee of Congress to determine exactly 
which facilities are to be continued. The Department of Defense or 
any other Government department that comes before a committee of 
Congress always defends all of its private enterprise type of activities. 
We then call upon the representative of some particular industry and 
he condemns all of the commercial-type activities of the Federal 
Government that affect his particular business. 

I think, Madam Chairman, that we are going to return to our 
previous thinking that the area requires executive action rather than 
legislative action. A board of some kind within the executive depart- 
ment of the Government including not only the affected departments, 
but other departments such as the Department of Commerce and 
possibly the Department of the Treasury may be the answer. Com- 
missaries, or rope manufacturing, box manufacturing, scrap operations, 
or other encroachment could be dealt with specifically by such a board 
and a verdict that would be based upon good, sound Government 
policy maintaining private enterprise, consideration for the taxpayer 
and any other factors could be rendered. 

Now Mr. Houston’s statement has been exceptionally fine and he has 
covered the picture very well and made a little better case for the 
Department of Defense than I thought could be made. However, I 
noticed very early in the statement that Mr. Houston points out that 
the Department is now in the process of completing a policy review 
with respect to these matters. I wonder, Mr. Houston, if you could 
tell us when that is likely to be completed and new policies enunciated? 

Mr. Houston. Unfortunately, 1 cannot give you a specific date on 
that. I know that the Secretary is moving forward as fast as possible 
to put into effect the reorganization plan and to bring in the key people 
who are going to be responsible for doing this kind of a job, and I 
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know that it will have a very high priority as far as the Assistant 
Secretary of Defense who will be brought in in the supply and logistics 
area and it will also be of primary concern to the Assistant Secrets ry of 
Defense in the properties and installations area. 

Mr. Osmrrs. Do you refer to the Assistant Secretary for Supply 
who will come into the Government under the recently approved Re- 
organization Plan No. 6? 

Mr. Houston. That is correct. 

Mr. Osmers. I have just been handed a book of hearings that were 
held December 3, 4, and 5 in 1952 before a subcommittee of the Com- 
mittee on Government Operations and I notice at that time that in 
the statement that is made by the Honorable William C. Foster, 
Deputy Secretary of Defense, that he states that existing commercial 
and industrial type facilities shall be surveyed to determine the need 
for their continued operation and retention. 

Now I realize that the control of the Department has changed since 
last December and I wonder if you are in a position to tell the com- 
mittee whether that survey was ever made as indicated in the testi- 
mony on last December? 

Mr. Hovsron. I think that the answer to that is that the first step 
in the whole program was the placing of practically an embargo on 
new extensions of this type of activity represents the area in which 
most of our work has been concentrated, and it has been a rather major 
step, I think, in the whole program and one which has occupied a great 
deal of time on the part of the staffs of the office of the Secretary of 
Defense in just reviewing projects coming up which are new. 

However, we have not stood still in reviewing existing facilities and 
as I have indicated in my testimony, a great deal of work has been done 
particularly in the warehousing field. 

Some work has already been done in the clothing field. We have 
had other areas in which such a review has been made, but the large 
bulk of that type of review still is before us so that to try and show 
you great strides in that particular part of the project, I cannot do it 
today. 

However, a great deal of planning has been done and the recom- 
mendations of the staff people who have been working on it will be 
available to the new people coming in for their review and approval 
or modification or improvement. 

Mr. Osmers. Mr. Houston, as one member of the committee, I 
would like to give credit where due, and the example and good example 
which you gave us of the review that was made in the warehousing 
field has indicated, to me at least, that there is a vast reservoir of 
improvement of that character that we can tap in this entire field. 
I think the clothing changes have also been helpful. 

In your statement you make comment on the coffee roasting situa- 
tion which has been looked into by Congress upon a number of 
occasions and I was rather interested to see that, with the exception 
of an Army plant at Chicago and a Marine Corps plant in Philadel- 
phia, that it was determined to continue the coffee roasting operation. 
I wonder if you are in a position, whether you are familiar enough 
with the details of that study, to tell us what the factors were that 
influenced the Government to continue other coffee roasting opera- 
tions. 
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Mr. Houston. Again we are going to present to you in greater 
detail than I have indicated in my statement here what was done in 
connection with the whole coffee roasting project. 

Mr. Osmers. That will be handled by another witness. 

Mr. Houston. That is right. 

Mr. Osmers. Then I will withdraw that question until that time. 

Would you also apply that to the scrap situation? 

Mr. Houston. Yes; that is also true on scrap. 

Mr. Osmers. We have a statement from a responsible official in 
the Institute of Scrap Iron and Steel that is almost completely contra- 
dictory to the statement which you made, Mr. Houston, but I will 
hold that question off. 

Mrs. Harpen. Pardon me, Mr. Osmers, I believe Wednesday morn- 
ing, tomorrow morning, we are going to have a witness testify on the 
coffee manufacturing and Admiral Ring is coming tomorrow to dis- 
cuss the scrap iron and steel operation. 

Mr. Osmers. Fine. If we are going to have witnesses who are pre- 
pared to discuss them, then I think it would be unfair to expect 
detailed replies from Mr. Houston on that. 

I would like to get back to the matter of a broad policy upon which 
I think Mr. Houston would be qualified to reply. With respect to 
the commissary privilege, the question is whether it is a fringe benefit 
and whether we should continue it as a fringe benefit or not. 

I think it is fair to say that as far as this committee is concerned 
we are not here dealing, although we are mindful of, the subject of 
military remuneration. We were given, by the Department of De- 
fense, a policy with respect to commissaries and the policy that was 
given to us set forth involved three circumstances that must exist if 
a commissary were to be established. One of them, roughly speak- 
ing, dealt with the availability of competitive facilities, that is 
whether they were within the general area; secondly, the distance 
from the facility; and thirdly, whether the commissary could supply 
food for at least 20 percent less than the competing commercial 
facility. 

Without going into the question of fringe benefit, we found about 
50 installations, as a result of an investigation by the General Account- 
ing Office, which did not meet any of those 3 requirements and 
the strong implication was that the Government should close those 
52 operations which were operating in or around large centers of popu- 
lation. Washington, D. C., is one example. 

Now something is wrong here, Mr. Houston. Either the Depart- 
ment of Defense should change its policy and state that they are giving 
a fringe benefit to military personnel, or they should close these 50-odd 
commissaries. I would like to have your comment on that, please. 

Mr. Houston. Well it seems to me that there are two sides to this 
question. One is the basic policy, and I think when it comes to basic 
policy, that both Congress and the Department of Defense are in- 
volved because if, in the consideration of remuneration it is the posi- 
tion of Congress that military service requires certain inducements 
and that among them is the establishment of commissaries, then I 
think that the Department of Defense should establish a policy that 
is consistent with the desires of Congress on that point. 

Now, the second phase is the ac ‘tual operations of the commissary 
and the criteria under which the “y are operating, what costs shall be 
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included, where they shall be located, things of that kind. I think 
that is purely a management job that rests with the Department of 
Defense and I think it is the responsibility of the Department of 
Defense to not only establish sound operating procedures but also to 
see that the commissaries are operated in accordance with those pro- 
cedures, and I think that where commissaries are not operated in con- 
formance with the operating procedures and where they do not con- 
form with the general policy, that they should be discontinued. 

Mr. Osmers. Speaking frankly as one Member of Congress, this 
subject is very irritating. Congress, through legislation over the 
years has pretty well established that we do not want the Government 
to compete with private industry. The Department of Defense, 
acting within the legislation that was passed by Congress over the 
years, in a number of different ways has established certain criteria. 
It is a very discouraging thing to a Member of Congress to have a 
witness from the General Accounting Office, which is the strong right 
arm of Congress, come before us and say that the legislation which has 
been de .velope 1d by Congress over a number of years in dealing with 
different phases of this problem and the criteria that the Department 
of Defense have established in pursuance of those policies have been 
disregarded. We find that in many instances the will of the Congress, 
expressing the will of the people plus the criteria of the Defense 
Department have been deliberately avoided and circumvented. 

It has led me to believe that the executive authority of the President 
must come into the situation and we must have outside thought, and 
when I say outside I mean outside of the Department of Defense but 
within the executive department, where these matters can be reviewed. 
Some place where the Department of Defense, if they feel that certain 
operations should be continued, extended or commenced that may be 
interpreted as Government competition, can go and where a deter- 
mination can be made. JI do not see how a committee of Congress can 
make that determination. Do you feel, Mr. Houston, and I realize 
it would be unfair to ask you to state a policy for the Department of 
Defense in response to this question, but do you feel personally that 
there is a need for some review facility, some executive agency, and I 
am not seeking to establish a new board or bureau but call it a com- 
mittee composed of existing government officials to sit in review on 
these matters. 

Mr. Houston. Are you talking about more than just commissaries? 

Mr. Osmers. For the whole picture, manufacturers, clothing, com- 
missaries, all competitive activities. 

Mr. Houston. And not just about the Department of Defense? 

Mr. Osmers. Not just the Department of Defense. It might be 
the question of a cafeteria in the Post Office Department, whether to 
run it by the Government or by a private contractor. 1 mean some 
Board where both business and Government can have their case heard. 

Mr. Houston. I am not too favorably inclined, frankly, toward 
interagency review groups because I think they are rather cumbersome 
in their operation and I think that the problems which exist within 
existing departments, although they have a certain amount of simi- 
larity, have enough differences so that one agency will say ‘“‘Well, yes, 
that applies to you but it does not apply to me because—” and before 
you are finished, each agency becomes more or less an advocate for its 
own particular requirements and it wants exception from any general 
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rule that you set up and it is very difficult to have that kind of an 
overall operation which works efficiently. 

I think it is much better from the standpoint of good management 
and therefore a good idea, whether it be Congress or the President, to 
make the head of each department responsible for doing his job within 
his own department rather than trying to set up some kind of a super 
group to direct him. I have had oo a lot of Government experience 
and frankly I think the job gets done better when you pin the responsi- 
bility on one individual and say, “I want you to do it” rather than to 
pin the re sponsibility or place the responsibility in a committee where 
everyone is responsible and therefore no one is responsible. 

Mr. Osmers. I recognize, Mr. Houston, on from your testimony 
you have had a great deal of experience and we are very happy to have 
it available to the committe e. 

I would also agree as a matter of practice the establishment of 
interdepartmental boards and groups or committees, whatever you 
call them, does not of necessity bring great good. You get log-roll- 
ing and all sorts of things. 

However, we are dealing with a specific subject here. It is only 
partly governmental; private enterprise enters into it to a marked 
degree. 

re I would not be for establishing a group of businessmen 
to decide it or a group of business and labor-union leaders because 
they dake always come up with the answer that private enterprise 
and private business could do it better under any and all cireum- 
stances. We need some effective way of enforcing and reviewing 
these matters. It cannot be written into legislation. No one is 
clever enough to write a bill that would cover the many different sit- 
uations that can occur involving this competition. Businessmen are 
discouraged because they have no place to bring their case. Congress 
is irritated because many of its dictums are not carried out. Can 
you think of any better way in which there can be a more careful 
policing or enforcement of the will of the people in connection with 
these matters? 

Mr. Houston. Well, it is kind of a big question to try to answer 
off the cuff, but let me throw this out, and this is my own personal 
idea on it. Much as I am averse to the great number of reports 
which are prepared in Washington, and the amount of time that is 
taken of the various staffs in preparing reports, many of which just 
seem to get put on the shelf and accumulate dust, I still think there 
is great benefit derived from a well thought out reporting system which 
will give, in the case of industry, top management, in the case of 
Government top administrators, and to Congress the kind of informa- 
tion which is desired on what progress is being made in carrying out a 
particular program. I would think that it might be well to consider 
that kind of an approach here because I am certain that the Secretary 
of Defense in reviewing this whole problem and deciding on just how 
he wants to move forward to attack it will want that kind of informa- 
tion for his own operation. 

_ It seems to me if such information could be made available to the 
Congress, and that if you then were not satisfied you would be able 
to take whatever additional action you might feel was required. 

On the other hand, if you felt that progress was being made and 
the program was being handled properly you wouldn’t need to go to 
this interagency committee idea. 
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Mr. Osmers. Madam Chairman, I have just one further question 
of Mr. Houston. 

Of course, many of us agree with you, Mr. Houston, that the plac- 
ing of responsibility with a single official is much better than to place 
it with a group or a committee. I wonder if you would be able to 
tell us whether under the Defense reorganization plan there will be 
one Official in the Department of Defense who will be charged with 
the responsibility of curtailing the commercial-type activities that 
are conducted by the Department. 

You said before that the Deputy Secretary of Defense, Mr. Kyes, 
would certainly have some authority in this field. The sole job Con- 
gress wants the Assistant Secretary of Defense for Supply to do is to 
supply the Armed Forces in the most expeditious and economical 
manner possible, and he will be one of the busiest men in the Govern- 
ment. Will that be where this responsibility will rest? 

Mr. Houston. I think rather than pinning it on an Assistant Secre- 
tary, that the responsibility should rest on the Secretary, and that he 
should utilize his staff assistants to develop whatever programs they 
believe make sense in this field, and that he should approve them and 
then see that the military departments themselves are made respon- 
sible for carrying them out. In other words, he is responsible in 
effect to the Congress, but in turn he, I think, must see to it that 
the military departments themselves do the job. 

I do not think he can rely on a staff in his office for more than policy 
guidance and for checkup to see how policies are being implemented; 
but the Secretaries of the three military departments really are his 
agents in carrying out the program rather than his Assistant Secre- 
taries. 

Mr. Osmers. I certainly agree that it must be his responsibility, 
but as a practical matter he must concern himself primarily with the 
broad problem of the defense of the United States within the ability 
of the country to support that defense. 

Of course, C ongress will look to the Secretary of Defense, regardless 
of how he delegates the responsibility within the Department. 

That is all. 

Mrs. Harpen. Mr. Brooks, do you have any questions? 

Mr. Brooks. Yes, I have several that I would like to ask Mr. 
Houston, if | may, Madam Chairman. 

My first question is in regard to this military directive issued in 
September 1952, which is 4000.8. I am sure you are familiar with 
that. 

Mr. Houston. Yes, sir. 

Mr. Brooks. Do you feel that directive is sufficient in stating a 
policy of minimum competition with commercial and private enter- 
prise on the part of the Department of Defense? That calls for a 
rather short answer. 

Mr. Houston. I feel it is a pretty good directive, like any directive 
that is issued that covers as big a field as this directive covers. I 
think that improvements can always be made. I think that that is 
what Mr. Wilson and Mr. Kyes have indicated they want to do with 
the new people whom they are bringing in. I think they want these 
new people to take a good, deep look at this directive, and to see 
whether in their opinion it is adequate as it now stands, or whether it 
should be improved. 
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Mr. Brooks. Now, Mr. Houston, the question I wanted answered 
is, You do agree then that this is a pretty good definition of a policy of 
non-Government competition? 

Mr. Hovsron. I personally feel it is a pretty good directive. 

Mr. Brooxs. You personally think it is. Now, that was issued in 
September 1952, when the Democrats were in office. Is that right? 

Mr. Houston. That is correct. 

Mr. Brooks. And apparently from this rather cheerful explanation 
of yours, which I feel is perhaps more forceful than the result which it 
is supposed to reflect, with all due respect, the Democrats in the 
Secretary of Defense’s Department were not particularly effective in 
bringing about the objectives of this particular directive; and neither 
have the Republicans been particularly effective in the past 7 months 
in putting into force and into practice the rather clear and fairly well- 
stated objectives of this directive. Is that correct? 

Mr. Houston. I think one of the reasons, one of the basic reasons, 
for Mr. Wilson and the President’s requesting the Congress to approve 
the reorganization plan which was recently approved, was because 
they felt that the management of the Department of Defense could 
be considerably improved by the type of organization that is con- 
templated in that plan; and that by the Secretary of Defense having 
clear authority himself and clear lines of authority to the military 
departments, that it will be possible to make more rapid progress 
toward a more efficient supply system. 

Mr. Brooks. That is all for the future. What I had reference to 
was that apparently there was no real reason why the Department of 
Defense could not have enforced its own directive, which has been 
issued since September. Apparently the Democrats neglected in Sep- 
tember, October, November, and December, to put into effect this 
directive. And you and the Republicans in the Department of Defense 
have neglected to do that for the last 7 months. It is very obvious 
that this policy is fairly well stated and it is very obvious you want 
new lines of authority. I do not see, and I did not see in the reorgan- 
ization plan where there was any lack of authority on the part of the 
Department of Defense to enforce a directive of this particular nature. 
This is the subject we are discussing now. 

I cannot understand except for the nice, pleasant terminology, any 
reason to look forward to improvement. 

Now I would like to ask you specifically, now that we have got this 
great reorganization plan for the Defense Department, are you going 
fo appoint one man to do this, or what type of policy are you going to 
have? And after we have a new policy, are we going to do any more 
about enforcing the new policy than was done in the past 7 months in 
enforcing the previous policy, or than the Democrats did in the 3 
months they had the policy? That is the question. What is the new 
policy going to be, and how are you going to implement it any better 
than you have in the past 7 months implemented this policy, which 
seems fairly reasonable? 

Mr. Houston. Let me say again that the basic idea of the reorgani- 
zation plan was to do away with what had proven to be inefficient in 
the eyes of the Secretary of Defense—the board-type of operation— 
and to substitute for it clear lines of authority from the Secretary of 
Defense to the military departments. The board-type operation does 
slow progress because you just can’t move ahead as fast when you 
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have that type of operation as when you have one man responsible, 
having both the responsibility and the authority, and being able to 
make the necessary decisions. 

Now as far as the progress which has been made to date under this 
directive, as I pointed out earlier I think the placing of a stop order 
on new expansions in this field of commercial- and industrial-type of 
operations, and making every new project of that kind subject to the 
review by the Secretary of Defense, is in itself quite a big step forward. 
The results accomplished under that, I think, have on the whole been 
very good. I think they will be even better in the future, because you 
cannot throw a complete roadblock and stop everything dead in its 
tracks, 

However, as I say, I think a great deal has been accomplished, and 
that is a very major step forward. I have also indicated in certain 
other specific areas the accomplishments to date. And while those 
are not accomplishments across the board, nevertheless in those areas 
in which our energies have been concentrated, such as warehousing, 
I think a great deal of progress has already been made. 

The coffee-roasting survey is another example of a specific area in 
which we have made an effort to examine what the services have been 
doing and establishing a policy for the future. 

So I do not think it would be accurate to say that Directive 4000.8 
is just a piece of paper. It has been much more than just a piece of 
paper. 

Now, as far as the future policy is concerned, again I go back to 
what I said earlier: That the Secretary of Defense does not feel that 
today he is prepared to state in detail what his future policy is going 
to be, because he wants his new key people to come in and review 
the existing policy and to advise him, and on the basis of their review 
he will either continue the present policy or improve it, or alter it in 
whatever way he feels it should be altered, to eliminate waste and 
duplication and to prevent the intrusion of Government into industry, 
where industry is willing and capable of handling the job. 

Mr. Brooks. Those are splendid objectives, and my concern is 
this: Whether a new policy, which might be stronger than this one 
or perhaps better designed, would be of any benefit if there is to be 
only haphazard enforcement of a policy. In other words, the en- 
forcement of this present policy, which by your own testimony is a 
pretty good statement, has not resulted in a great deal. 

Your most highly touted accomplishment is that now you do not 
have this type of operation unless it meets the criteria that have been 
established; that the Secretary of Defense does review it. 

It would seem to me that the obvious way to begin any new com- 
mercial type activity is first to meet some definite criteria. 

I trust in the past they have not just started a new plant without 
somebody looking into it. Lord knows, it does seem that way in 
some instances. But I think the fact that the Department of De fense 
is now checking things before they start a new operation is certainly 
logical, but not particularly outstanding. I think it would be normal. 

I have one question on this: I understand from your testimony 
that the clothing setup in Brooklyn has been discontinued by the 
Navy. 

Mr. Hovsron. That is correct. 
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Mr. Brooks. Which apparently is commendable. But I also feel 
that the Army and the Marine Corps may still have some clothing 
establishments. I am wondering if in closing out the Navy establish- 
ment they set up the criteria and examined all of the clothing manu- 
factured by a specific criteria? In other words, this is the same 
trouble we have had with commissaries. The criteria are not too 
bad, but the General Accounting Office found about 50 that did not 
meet the criteria. 

I am wondering if the other clothing establishments have been 
measured by this same criteria that you used in measuring the Brook- 
lyn Navy clothing installation. 

Mr. Hovusron. We are continuing to review all of the clothing 
manufacturing activities. I think on this specific point perhaps 
Admiral Ring knows a little bit more of the details than I do. If 
you can answer this question, Admiral Ring, please do, and if you 
cannot, I am sure we can get it for you, Mr. Brooks. 

Admiral Rinne. With regard to the Navy clothing factory at Brook- 
lyn, Mr. Brooks, the closing out was done by the Department of the 
Navy on its own initiative. Studies are being made of the Army and 
Marine Corps installation, but they have not reached a conclusion. 

The Navy closed its Brooklyn plant because it felt it was uneconomi- 
cal to operate that plant as a Navy clothing manufacturing place. 
Whether the same reasons will affect the Army and Marine Corps 
plant I am not in a position to tell you. I don’t know. 

Mr. Brooks. I have no further questions, Madam Chairman. 

Mrs. Harpen. Mr. Hillelson, do you have any questions? 

Mr. Hiuuetson. Yes. I would like to ask Mr. Houston a few 
questions. I am a little late, and for that reason I would like a little 
verification. If this is repetitious I hope you will pardon it. 

Mr. Houston. Right. 

Mr. Hixiextson. These commercial-type activities of the armed 
onrvie es are not exactly what you would term new, are they? In other 
words, it has been going on for a period of years. 

Mr. Houston. That is correct. 

Mr. Hitieison. How long would you say this has been going on? 

Mr. Houston. It seems to me I read not long ago a history of the 
development of the commissaries, and I think it went back to Revolu- 
tionary times. 

Mr. Hirtieison. That was the commissaries. They were for the 
personnel of the services exclusively at the time. And that was 
purely on a retail basis. 

Mr. Houston. Yes; but I think in the Revolutionary days that 
there were also Government-operated powder and ammunition plants. 

Mr. Hitiextson. You don’t know that for certain, but you believe 
it is? 

Mr. Houston. I believe it is correct. 

Mr. Hitietson. In other words you might say that during the past 
at least 20 years, or maybe the last 30 years, there has been an effort 
made on the part of the Congress to terminate this sort of thing. Is 
that correct? 

Mr. Houston. That is correct. 

Mr. Hitietson. The efforts that have been made so far are un- 
successful in that instead of decreasing they have increased to such a 
magnitude that now it is going to be a little difficult to do anything. 
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Mr. Hovusron. No. I think quite a lot can be done. 

Mr. Hitietson. Let us see here. You stated a few minutes ago, 
I believe, that it would be up to the Secretary of Defense to take the 
initiative in cases of that type. Is that correct? 

Mr. Hovusron. I think the responsibility and the authority should 
rest with the Secretary of Defense, and I think that he should rely upon 
his three military Secretaries to carry out his policies. 

Mr. Hitievtson. Does he have that authority now? 

Mr. Houston. Yes. I think there is no question about that 

Mr. Hiuueztson. Has he always had that authority? 

Mr. Hovusron. I believe that if you asked several different lawyers 
that question you would get several different answers. 

Mr. Hruitetson. In your best judgment has he always had that 
authority? 

Mr. Hovusron. I think he had it, but I think it was somewhat 
clouded. 

Mr. Hititetson. What do you mean by that? 

Mr. Houston. Well, there have been, ever since I have been around 
at least, claims made by proponents of independence for individual 
military departments that the basic law states that the department 
shall be separately administered, and I think that the people who are 
advocates of that theory read a lot more into that statement than | 
would myself. 

Mr. Hituietson. In other words, you think this new reorganization 
plan for the Department of Defense would take care of that, and it 
establishes a direct channel? 

Mr. Houston. I think it takes care of it because I believe in the 
President’s message which accompanied the reorganization plan 

Mr. Htiuetson. How long has that been in effect? 

Mr. Houston. It went into effect on the last day of June. 

Mr. Hiuuetson. In other words, it has not been in effect even a 
month yet? 

Mr. Houston. That is correct. 

Mr. Hriiietson. Has there been any move made to make any 
decided changes in the Department of Defense? 

Mr. Houston. Yes. The Secretary of Defense has issued a direc- 
tive which establishes these new principal assistants of his. I know 
that he has been very busily engaged in setting up his plans for the 
type of responsibilities and the type of organization which 

Mr. Hituevson. Has this directive been recently issued in the last 
2 or 3 weeks? 

Mr. Hovusron. Yes. Which definitely establishes the 

Mr. Hitite son. Does that leave then the arbitrary power or right 
to terminate some of these commercial-type activities, or is it a di- 
rective which governs their action? 

Mr. Hovusron. No. The detailed charters under which they will 
operate have not as yet been issued, but they are being drawn at the 
present time, and I presume they will be issued within the relatively 
near future. 

Mr. Hititetson. They are contemplated, though, by the Depart- 
ment of Defense, whereby the Secretary will set out what is considered 
a commercial-type activity in which the Army or Navy, or the Marine 
Corps, can engage in. Is that what you are saying? 
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Mr. Houston. No. What I am saying is that the organization, 
when it is set up, will designate certain responsibilities to each one 
of these new Assistant Secretaries, and it will then be the responsi- 
bility of those new Assistant Secretaries to review the existing policies, 
and to advise the Secretary on whether they think the existing policies 
and criteria are adequate, or whether they should be revised and 
improved. 

Mr. Hituetson. That is for commercial-type activities? 

Mr. Houston. That is correct. 

Mr. Hitietson. You say revised and improved. What do you 
mean by that? 

Mr. Houston. I say that will be the responsibility of the new staff 
people who will be coming in under the reorganization plan, to review 
and to advise whether they think they should be—— 

Mr. Hitueison. In other words, you do not think then that it is 
necessary for the Congress to step in and decide what are commercial 
activities to help the Department of Defense? 

Mr. Hovusron. I don’t think it is necessary. No. 

Mr. Hitietson. Do you think it would be helpful? 

Mr. Houston. No. I think to the contrary. It is rather difficult 
to draft a law, I think, which would be expressed in terms which were 
specific enough, but at the same time flexible enough to prevent some 
confusion. And if it is a statute it is much harder getting it amended 
than if it is an administrative order which ought to be revised. 

Mr. Hiuietson. That is true. Let me say this: In other words, 
by your own admission, this new directive, or this new program, has 
been in effect for perhaps less than 30 days. Is that correct? 

Mr. Houston. The reorganization plan. Yes. 

Mr. Hittetson. But by your own admission since the Revolu- 
tionary War days the services have been engaged in commercial-type 
activities, and instead of decreasing they have increased, which of 
course holds for the Army, Navy, and Marine Corps. Instead of 
decreasing they are increasing, and even then you do not feel that a 
suggestion, or a standard, or a criterion, if you choose to say it that 
way, is necessary on the part of Congress? 

Mr. Houston. As I said here earlier, I think that the Congress has 
already indicated its views and I presume this committee will also 
wish as a result of these hearings to make certain recommendations 
to the Secretary of Defense in this whole field of commercial and 
industrial-type activities. I feel that the Secretary of Defense also 
has indicated, as I have said here in my statement today, that he feels 
that this is a program which merits a review and which it will get by 
him. 

Mr. Hritetson. That is true, but he has not had a lot of time to act. 

There is one other thing I would like to ask you, Mr. Houston. 
That is concerning these fringe benefits. Is it your impression that 
they are not necessary, or that they are necessary for personnel in the 
Armed Forces? That is, the rights to commissaries, and PX’s, and 
different things of that type. 

Mr. Hovston. I think there is pretty good evidence that it is more 
and more difficult to get people to follow a military career. I think 
that is largely due to the fact that opportunities in other fields, from 
a financial standpoint particularly, are generally felt to be better. 
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Therefore, | think that Congress, in considering the elimination of any 
of these so-called fringe benefits, should be quite aware that if you cut 
them out, unless there is some compensating factor made on the pay 
scale, that you are making—— 

Mr. Hitietson. Do you think that the armed services, generally 
speaking, from a general down to a private, or from an admiral down 
to an ordinary seaman—do you think they are underpaid as an aver- 
age? 

Mr. Houston. I don’t think there is any question about it. 

Mr. Hritietson. Do you think every one of them is underpaid? 

Mr. Houston. Well, let me say it this way: I think for comparable 
types of skill and ability; yes. 

Mr. HILue.son. Right there, I ask you this question then, sir: 
What do you think these fringe benefits amount to per man in the 
service? 

Mr. Houston. Frankly, I don’t have that figure here. I am 
sure—— 

Mr. Hitue ison. I mean, would you say it amounts to a thousand 
dollars a year? 

Mr. Houston. It would depend, of course, on the grade. 

Mr. Hiiie ison. I mean, people smoke so many cigarettes, and 
buy so much clothing, and so on. I grant you that it depe nds on the 
grade, but on an average would you say that the average serviceman 
was benefited by an extra thousand dollars a year on the basis of 
fringe benefits? 

Mr. Hovsron. If I tried to answer that, frankly, I would just be 
making a sheer guess. 

Mr. Hitueison. In your best judgment. I appreciate that fact. 

Mr. Hovsron. I would rather consult some of our manpower 
people who are experts on it, rather than to try to give you my 
opinion, because it just wouldn’t mean anything. 

Mr. Hituetson. The reason why I brought that up is that I do 
not think the fringe benefits amount to, I would say, even on an 
average of a thousand dollars a year. I would say probably they 
don’t average more than four or five hundred dollars. I spent several 
years in the service and for that reason I was just wondering if these 
fringe benefits actually are adequate compensation for the amount 
of money you say they are underpaid. 

Do you think this in turn would keep a man in the Army or Navy 
just because of the fringe benefits? 

Mr. Houston. If you want to know my personal opinion on this 
whole problem, I think it is much better to pay a man what he is 
worth in his salary than it is to try and pay him through fringe benefit 
devices. 

Mr. Hiuuetson. I agree with you 100 percent, but there is another 
question. Take two captains. Perhaps one might be worth more 
than the other one. Isn’t that correct? 

Mr. Hovsron. I did not quite get your question. 

Mr. Hituetson. I say, for example, take two men of equal grade 
or rank, and we will say that they are captains. Perhaps one might 
be worth more than the other, as far as ability is concerned, and what 
he is able to do. 

Mr. Houston. That is correct. 
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Mr. Hiuieuson. So therefore, if you are going to pay a man based 
on what he is worth, you are going to have to consider the whole 
group rather than the individual. 

Mr. Hovsron. I don’t think you can have a system where there 
are differences within the same rank because of differences in indi- 
vidual ability. I think you have to take care of that through promo- 
tions for the more able man. 

Mr. Hiniexson. So there would be inequities then always existing 
in that type of thing. 

Mr. Houston. There are bound to be—not only in military service, 
but in civilian life. 

Mrs. Harpen. Pardon me. It could even be true of Congressmen. 

Mr. Hitietson. Oh, indeed. The one thing I was trying to get at 
is that I am not sure in my mind that the fringe benefits or the so-called 
fringe benefits actually compensate or encourage people to stay in the 
Army, Navy, or Marine Corps. 

On the other hand, for example, you say that they should be paid 
what they are worth. But, for example, we will put them out here on 
a desert post somewhere, where there are no private facilities avail- 
able, or commercial facilities available. Then after they are being 
paid what they are worth, of course the Army would have to come in 
with the PX and commissary. Isn’t that correct? 

Mr. Houston. Yes. 

Mr. Hiiietson. So we are going to have part of that whether we 
like it or not. We are going to have to have PX’s and commissaries. 
I think we all appreciate that. But I think the basic reason for having 
PX’s and commissaries, and so forth, are for those people who are not 
in a position to avail themselves of other facilities. Don’t you think 
that is true? 

Mr. Hovsron. I think I answered that question by saying that I 
feel the proper way to take care of a man’s compensation is through 
his paycheck. Then where it is necessary to have these other services 
because of isolated conditions, you have to have them, but I think 
they should be furnished on the same basis that they would be handled 
if they were commercial-type operations, with the same type of cost- 
accounting systems; and all of the charges which should be included in 
those products should be included. 

Mr. Hituetson. I think we agree on that part. The only thing I 
am concerned with is that I feel the Army and Navy have created too 
many extra facilities that are not necessary. That is perhaps a 
roundabout way of getting at it, what do you think of that? Do you 
think there are too many of these extra facilities available? 

Mr. Hovsron. Our whole program is based on the assumption 
that there are areas of competition here with private business that are 
not justified; and it is our desire to get at those areas and eliminate 
them. 

Mr. Hitiextson. I am sorry. I have probably been very repeti- 
tious, Madam Chairman, but thank you, and thank you, Mr. Houston. 

Mrs. Harpen. Mr. Houston, I have a letter from our colleague, 
Mr. Poff, the Congressman from the Sixth District of Virginia. He is 
also a member of the Government Operations Committee. This letter 
contains a complaint that the military agencies are starting up sawmill 
operations to cut timber on military timberlands. How would you 
interpret this operation with respect to the Secretary’s contemplated 
policy, or the new directive which you spoke about? 
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Mr. Hovusron. Even under the existing policy the military depart- 
ments are required to review their existing facilities of that kind, and 
also they are required to justify any expenditures for additional facili- 
ties of that kind. If there are some specific instances which he has in 
mind there I would certainly be glad to look into them and get the 
facts. 

(The material referred to follows:) 


CONGRESS OF THE UNITED STATEs, 
HovuseE oF REPRESENTATIVES, 
Washington, D. C., July 18, 1953. 
Hon. Cecin M. HarpeEn, 
Chairman, Intergovernmental Relations Subcommittee, 
House of Representatives, Washington 25, D. C. 

Dear Mrs. Harpen: As Chairman of the Intergovernmental Relations Sub- 
committee of the Committee on Government Operations, I am sure you will be 
interested in the enclosed bulletin, No. 535, dated July 15, 1953, published by the 
Southern Hardwood Producers, Inc., 805 Sterick Building, Memphis 3, Tenn. 
This bulletin points out that the military services are competing with the lumber 
industry in the United States. 

This matter might more properly be within the jurisdiction of the new Com- 
mission on Intergovernmental Relations, and, if you agree, I would appreciate it 
if you would forward this letter and the enclosure to the Commission when it is 
appointed. 

Sincerely yours, 
Ricuarp H. Porr 


[From Southern Hardwood Bulletin No. 535, July 15, 1953] 


The following letter has been received from George M. Fuller of NLMA regard- 
ing military sawmill operations. It will be of interest to all SHPI members: 


‘““MILITARY’S SAWMILL OPERATIONS 


‘“‘ Attached hereto is a copy of a press release issued by the United States Forest 
Service, assuming credit and lauding the Navy Department for engaging in the 
sawmill business. 

“Your National Lumber Manufacturers Association in Washington has been 
resisting this growing activity on the part of the military for several years. The 
Navy now has a number of such installations and is expanding this activity. 
The Air Corps and Marine Corps are doing likewise. The military refuses, in 
some cases, and is reluctant in others, to give us the facts as to the extent of their 
activities in the production of lumber. 

‘“‘Eglin Field, as an example, which is an Air Forces base, contains about a 
million acres of virgin, longleaf yellow pine. It is reported that this top-grac« 
timber is, in the main, being sawed into box shook, and other low-grade uses ir 
a Government mill—obviously, a poor utilization of the natural resource 

“The Marine Corps at Camp Lejeune, N. C., has a forest-management plan, 
based upon a 1946 forest-resource survey which shows that by 1966 a 13-million 
board-feet annual sustained-yield cut will be possible. The report recommends 
that a sawmill be installed by 1962, capable of producing 40 to 50 thousand board- 
feet per day, replacing the existing smaller mill. 

“Congress at this time is conducting an investigation of Federal Government 
activities in the fields of business. Your Congressman should know that you are 
opposed to Government engaging in the sawmill business, making particular 
reference to the three above-mentioned branches of the military. It is perfectly 
logical to assume that if industry condones this type of activity on the part of 
Goverment, and does not make a vigorous protest and demand that Government 
cease activities traditionally carried on by private industry, we may well expect 
other branches, such as the United States Forest Service, to go into the sawmill 
business. 

“Please write your Representative and Senators immediately on this subject, 
sending me a copy of your letter so that I may follow through. With thanks in 
advance for your usual good cooperation, I am 

‘Sincerely yours, 
“‘Grorce M,. FuLuER.” 
For a. m, release, July 6. 
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Unitrep States DEPARTMENT OF AGRICULTURE 
FOREST SERVICE 
Washington, July 1, 1953 


Forest Service Heirs ARMED Services Put THerr Forest LANps To BETTER 
UsE 


The Forest Service in the United States Department of Agriculture is cooperat- 
ing with the armed services to put forest lands on military stations to better use. 
The aim is to improve and manage the forest lands to get a continuous supply 
of lumber from them and at the same time save the Government money. 

Richard E. McArdle, Chief of the Forest Service, reports that his agency has 
helped set up long-range management plans at many military installations for 
cutting timber as it matures and for planting trees on waste areas. The programs 
are a part of the cooperation extended to private woodland owners and to other 
State and Federal agencies. 

Rear Adm. M. F. Schoeffel, Chief of the Navy’s Bureau of Ordnance, pointed out 
that proper management of forest lands at naval ordnance stations under its 
jurisdiction has resulted in tangible savings to the Government. He cited as an 
example the experience at just one station—the naval mine depot at Yorktown, 
Va. 

Through the proper management of its forests and the use of the wood derived 
from them, the naval mine depot saved the Government approximately $82,000 
in the past year. Under the long-range cutting program drawn up with the help 
of the Forest Service, approximately 2 million board-feet of pine, poplar, and 
mixed hardwoods are cut each year from the depot’s forests. The average cost 
of this lumber if bought commercially would be $41 a thousand board-feet. The 
Depot uses over a million board-feet of this timber each year, mainly for crating. 
The remainder is made available to other naval stations in the area. 

Up-to-date methods of cutting and logging, found by the Forest Service to be 
most efficient, are used by the woods crew st the depot. Gasoline powered chain 
saws do the cutting. Logs are drawn from the woods to loading points by tractors 
and are loaded onto the trucks by means of a boom crane mounted on one of the 
tractors. 

A new sawmill recently installed at the naval mine depot will further increase 
savings to the Government. The new mill can cut lumber in special sizes for 
specific jobs as needed. The circular sawmill is equipped with a 100-horsepower 
electric motor, a top saw, an edger saw and a cutoff saw, as well as a blower system 
for removing sawdust. 

Admiral Schoeffel also pointed out that maintaining clean, well-kept forests at 
naval ordnance stations reduces fire hazard, an important factor especially in 
areas where explosives are stored. 


(See p. 1120 and appendixes 5 and 6 for further information on saw- 
mill operations.) 

Mrs. Harpen. All right. Thank you. 

When may the Congress and the people expect to see a copy of the 
new policy? 

Mr. Houston. I can’t give you a date on that, I am afraid, Madam 
Chairman, but as I have said before, it is one of the major areas of 
activity in the supply field which any new man coming in will have to 
get into right away. It is one of the most important things which he 
will have to do, that is, to review this existing policy and to come up 
with a new one, if he feels that a new one or an improved one is required. 

Mrs. Harpren. Mr. Ward, have you any questions? 

Mr. Warp. I would like to ask a few, Madam Chairman. 

Under regulation 4000.8 there was to be a survey made of these 
facilities. Has there been a listing of them, to your knowledge? 

Mr. Houston. There has not been an across-the-board centralized 
listing of all types of so-called commercial and industrial type activi- 
ties. There have been complete listings in particular fields, but not 
across-the-board. 
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Mr. Warp. Are these facilities budgeted separately, or is the money 
included in general appropriation language? 

Admiral Rive. May I ask Mr. Ward a question? 

Mr. Warp. Yes. 

Admiral Rine. Do you mean for their maintenance, or acquisition 
of new? 

Mr. Warp. For the initiation, maintenance, or whatever is involved. 

Admiral Rina. For the initiation of new it would have to be 
budgeted for and defended as a new acquisition—a new public work. 
For the maintenance of existing I can well imagine that would come 
out of general maintenance funds appropriated by the Congress. 

Mr. Warp. Would that be true with respect to the iron and steel 
processing plants? Doesn’t that appropriation derive from the sale 
of surpluses? 

Admiral Rina. I think you are correct with regard to the sale of 
scrap and waste materials. That is a self-perpetuating type of opera- 
tion and would not be budgeted for separately as a new public work. 

Mr. Warp. There would be no justification for its—— 

Admiral Rina. The reason for my answer was I was thinking of a 
new installation like a clothing factory, or a roasting plant. There 
that would be a different situation. 

Mr. Warp. Have you ever received instructions from the Bureau 
of the Budget with respect to justification of these activities? 

Mr. Houston. During the course of the budget review they examine 
the same information which is submitted to the Secretary of Defense 
for justification of these facilities. I think it should be stated in 
answer to your last question that regardless of the type of commercial 
activity, it must be justified to the Secretary of Defense, and the 
source of funds is not a determinant of whether the activity must be 
justified. 

Mr. Warp. Are you familiar with the Shannon report that was 
made in 1932 on Government competition with free enterprise? 

Mr. Houston. No; I am not. 

Mr. Warp. It was an exhaustive study and a report was made 
which was issued in 1933. 

Are you familiar with the Philbin report that was made by the 
Armed Services Committee of the House? 

Mr. Houston. On the commissaries? 

Mr. Warp. On resale activities. 

Mr. Houston. Yes; I am. 

Mr. Warp. Do you feel that that report resulted in improvements? 

Mr. Houston. Yes; but again I think one of the difficulties which 
has been encountered in the past, and which I think is on the road to 
correction, is that the various problems, in connection with this whole 
broad field of activities, has been attacked too much on a piecemeal 
basis rather than on a broad front. I think that is what we are 
working toward, and it makes a lot more sense. You can do a much 
more thorough job by tackling the whole problem than by attacking 
segments of it. 

Mr. Warp. Are you familiar with the reports of the Bonner 
Committee dealing with the commercial-industrial type activities? 

Mr. Houston. Yes. 

Mr. Warp. Starting back in 1951? 

Mr. Hovsron. Yes. 
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Mr. Warp. And the testimony of the former Secretary of Defense 
and the heads of the departments with respect thereto? 

Mr. Houston. Yes. 

Mr. Warp. Do you feel that any real progress can be made so long 
as the Security Act speaks of three Departments separately adminis- 
tered? ‘This is a personal opinion. 

Mr. Houston. Yes;I do. I think that I might have to say at this 
point that only time will tell, but I frankly believe that the course 
which the present Secretary of Defense is following, and which the 
Secretaries of the military departments are following in assisting him in 
this big job, indicates that there is no real difficulty on that score at 
the present time. * 

Mr. Warp. Do you think that the same criteria as to establishment 
and disestablishment of these activities should apply to the three 
Departments generally? 

Mr. Houston. Yes. I don’t see that there is any basic difference 
in a broad sense. There may certainly be exemptions in specific 
instances, but it may be an exemption for the Navy one day, or the 
Army in another case, or the Air Force in a separate case. But I think, 
broadly speaking, the same kind of general policy and criteria can 
apply across the board. 

Mr. Warp. For instance, they all use coffee, so the same criteria 
could apply there. They all use paint in tremendous quantities. 
They use rope and various other things. But, there is wide variation 
in the manufacturing of these items in the different departments. 

Mr. Houston. I do not see any reason why there need to be general 
exemptions. They should only be made in my opinion on specific 
cases. 

Mr. Warp. Those are all the questions I have, Madam Chairman. 

Mrs. Harpren. Thank you. 

Are the witnesses who are to speak tomorrow and the next day 
thoroughly acquainted with the Secretary’s policy, and will their 
testimony be geared to it, Mr. Houston? 

Mr. Houston. Their statements will be geared to the statement 
which I have made here to you this morning. 

Mrs. Harpen. Does anyone have any statement he would care to 
make at this time? We realize that the Secretary of Defense has 
only been in office a few short months, and what a difficult task he 
has in solving this tremendous problem. 

The committee greatly appreciates your coming here, Mr. Houston, 
and we thank you also, Admiral Ring, for coming. 

We shall recess the hearing until tomorrow morning at 10 o’clock, 
in this room. 

Mr. Houston. Thank you, Madam Chairman. 

Mrs. Harpen. The meeting is adjourned. 

(Whereupon, at 12:05 p. m. the subcommittee adjourned until 
10 a. m. the following day, Wednesday, July 22, 1953.) 





INVESTIGATION INTO COMMERCIAL AND INDUSTRIAL 
TYPE ACTIVITIES IN THE FEDERAL GOVERNMENT 


WEDNESDAY, JULY 22, 1953 


Housr oF REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in the 
caucus room, Old House Office Building, Hon. Mrs. Cecil M. Harden 
(chairman of the subcommittee), pre siding. 

Present: Representatives Mrs. Cecil M. Harden (chairman of the 
subcommittee), George Meader, Frank C. Osmers, Jr., Jeffrey Hillel- 
son, and Jack B. Brooks. 

Also present: Ray Ward, staff director, L. T. Mahurin, staff 
member, and Jane EK. Morgan, clerk. 

Mrs. Harpgn. The meeting will come to order. 

The clerk will call the roll. 

(The clerk called the roll and the following members answered to 
their names: Mrs. Harden, Mr. Meader.) 

Mrs. Harpen. We are continuing ol on commercial- and 
industrial-type activities in the Department of Defense. 

Yesterday, Mr. John C. Houston, of the Office of the Special Assist- 
ant to the Secretary of Defense, advised the subcommittee as to the 
overall policy guiding the establishment and disestablishment of 
commercial- and industrial-type activities. 

We are devoting today and tomorrow to military witnesses so they 
may have an opportunity to answer, if they wish, any of the charges 
or complaints of previous witnesses. 

Our first witness this morning is Mr. Richard K. Chapman, Chief 
of the Office of Supply, Office of the Special Assistant to the Secretary 
of Defense. 

Mr. Chapman, will you and your assistants please take the oath? 

Do you solemnly swear or affirm that the testimony which you will 
give in this hearing will be the truth, the whole truth and nothing but 
the truth, so help you God? 

Mr. Cuapman. I do. 

Mr. Jepuicka. I do. 

Lieutenant Commander Dick. I do. 

Lieutenant Colonel Maxwe.t. I do. 

Mrs. Harpen. You may proceed with your statement. 
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TESTIMONY OF RICHARD K. CHAPMAN, CHIEF, OFFICE OF SUPPLY, 
OFFICE OF SPECIAL ASSISTANT TO THE SECRETARY OF DE- 
FENSE; ACCOMPANIED BY LT. COL. JOHN W. MAXWELL, DIS- 
TRIBUTION DIVISION, OFFICE OF QUARTERMASTER GENERAL, 
DEPARTMENT OF THE ARMY; LT COMDR. M. A. DICK, PROVI- 
SIONS SUPPLY OFFICE, DEPARTMENT OF THE NAVY; AND 
ANTON G. JEDLICKA, PRODUCTION SPECIALIST (COFFEE), FIELD 
SERVICE DIVISION, OFFICE OF QUARTERMASTER GENERAL 


Mr. Cuapman. I am Mr. Chapman, and I have a prepared state- 
ment which I will read.: The subject of this is coffee roasting. 

The military departments have been roasting their own coffee for a 
great number of years. Originally, coffee in its raw or green state 
was issued to each individual soldier as part of his ration. It was 
the customary practice in those early days for everyone to roast his 
own coffee. In fact, it is a relatively simple process in the preparation 
of food. With the introduction of commercially roasted coffee, the 
household practice has virtually disappeared. In the Navy Appro- 
priation Act for the fiscal year 1858, funds were appropriated for the 
construction of a coffee mill at the New York Navy Yard and the 
available records indicate that coffee roasting has continued since 
that date. Several other governmental agencies find it desirable to 
roast their own coffee, such as New York City Welfare Department, 
New York State Hospital Department, Commonwealth of Pennsy]- 
vania Welfare Department, Florida State Hospital, Chattahoochee, 
Fla., Texas State Hospital, Terrell, Tex. 

The military departments roast coffee in order to maintain quality 
control. During World War II, the matter of cuality control proved 
to be the most troublesome single factor in dealing with the many com- 
mercial roasters who had contracts to roast military-owned coffee. 

The cost of roasting coffee represents only about 1 percent of the 
end-product cost, or about three-fourths of a cent per pound. Because 
of this small-unit profit, the reputable dealers, who comprise the vast 
majority of the industry, cannot compete with the relatively few 
unreliable dealers who are willing to resort to numerous tricks of the 
trade in order to increase the margin of profit. Such tricks include 
substitution of inferior grades, roasting at low temperatures or for 
inadequate periods to keep moisture content high, “wetting down” 
after roasting, and mixing foreign matter with the finished product. 

A review of the General Services Administration purchase of roasted 
coffee during 1951 in this area, region 3, showed that certain com- 
mercial firms sold coffee to GSA at about 0.05 cent per pound less 
than green coffee of the same specification could be sold for on the 
coffee exchange. Quite obviously, the specified coffee was not being 
furnished. This situation has been corrected, and the GSA is now 
getting coffee from the military services. 

A somewhat similar situation also prevailed with the Veterans’ 
Administration, and I understand it has likewise been corrected. I 
mention these instances merely to show the importance in maintaining 
close supervision through all stages of production. Once coffee is 
roasted, it is virtually impossible to tell the grade of the green bean 
in the blend or to determine whether it meets the purchase specifica- 
tion. Green bean, however, can be evaluated as to grade by its rela- 
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tive aroma, body, and taste, but extreme care and skill must be exer- 
cised in grading if quality control is to be maintained. 

This is borne out by the record showing that since 1941 some 260 
million pounds of green coffee were rejected, representing an amount 
equal to 14 percent of all military purchases. 

In the case of coffee shipped from the port of Santos, Brazil, alone, 
the range of grades run from Santos 2’s to Santos 8’s. Within grades 
there are three subgrades, such as strictly soft, soft, and hard coffee. 

Quotations on the New York Sugar and Coffee Exchange are refined 
to the degree that each point represents 100 parts of a cent and the 
normal daily trading price range 1s about 25 points, or 0.0025 cent. 

Our investigations indicate that the importers of green coffee, 
bidding for military business, attempt to realize a net profit after all 
costs in the neighborhood of 1 percent, which is often less than the 
cost differential between adjacent grades. In view of their narrow 
unit profit margin, on the one hand, and the intense competition in the 
trade on the other, the buyers must exercise considerable v igilance in 
satisfying themselves as to the grade of coffee offered for sale. There 
is also a strong incentive to substitute lower-grade coffee before 
roasting. 

In addition to quality control, there is, of course, the matter of costs. 
We have made a thorough study of the purchase of green coffee by the 
services, which indicates that the present procedures result in the 
lowest possible cost to the Government. An analysis of all procure- 
ment for a period of 1 year showed that the average contract price 
range paid for Santos 4’s was $0.53106 to $0.53689 compared with 
the average spot market price of $0.53942 on the days when the 
bids were opened. The range in Colombian prices paid was $0.57734 
to $0.58234 in contrast with the average spot market price of $0. re. 

In regard to the cost of operations, as previously mentioned, 
costs about three-fourths of a cent to roast a pound of coffee. In aly 
1951, the Navy Department, in compliance with arrangements made 
with the Bonner subcommittee, conducted a detailed cost audit of 
its coffee-roasting plants at Brooklyn and Oakland for the purpose of 
providing costs for each military standard unit of issue of roasted 
coffee (50-pound bags and 20-pound vacuum-packed tins) packaged 
and ready for shipment from the plants. All constructive cost ele- 
ments, such as warehousing of both green coffee and packaging mate- 
rial, depreciation, property taxes, insurance, and similar expenses 
which are not normally taken into account in the determination of 
costs of Government production operations, were included so that the 
costs developed could be compared with similar commercial operations. 

The audit has been analyzed by the auditors of a large commercial 
coffee-roasting firm who advised that the cost analysis included and 
was comparable to all usual costs of a similar commercial operation. 
It showed that roasting costs amounted to $0.0072757 per pound and 
represented a minute segment of the entire cost of the end product of 
$0.6667 per pound, packaged in 50-pound bags. 

After the audit was completed, informal estimates were solicited 
from two major coffee distributors for comparable blends. f. 0. b. 
their roasters. Prices of $0.725 in 50-pound bags and $0.705 in 
100-pound bags were quoted. In comparing the 50-pound bag prices, 
there is a differential of $0.058 per pound. On the basis of 88 million 
pounds roasted by the Armed Forces during 1951, the roasting of 
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coffee by the services represented a savings to the Government, 
exclusive, of course, of income taxes, of approximately $5 million 
over the commercial roasters’ quoted figures. 

The services have standardized on a 20-pound vacuum tin for all 
roasted coffee. If commercial firms vacuum packed coffee for the 
services, it would be necessary to install additional equipment for 
packing the 20-pound tins, and yet successful bidders would have no 
assurance they would continue to be awarded the contract in subse- 
quent years. 

Officials of the National Coffee Association have informed the De- 
partment of Defense that they have considered the interests of their 
industry as well as economy to the Government, and they consider 
that the present military policy of buying green coffee and processing 
it in military-owned plants is sound and that they are unable to 
recommend a better method. The National Coffee Association 
represents the coffee roasters, importers, and brokers who account 
for more than 90 percent of all the green coffee imported into the 
United States. 

I have a copy of a letter on this subject from the president of this 
association which I shall be glad to read or to leave with you, if you 
wish. Do you want it read? 

Mrs. Harpen. Yes, if there is no objection. 

Mr. Cuapman. I will read the pertinent sections: 


As I explained to you at the time of our visit, this association has a very great 
interest in the quality of brewed coffee served to the men and women of the 
Armed Forces. 

In answering the five questions in your letter we, therefore, have considered 
the interests of this industry as well as military effectiveness and overall economy 
to the Government. 

1. In the opinion of this association the military department’s present policy 
of buying green coffee and processing it in military-ovwned plants is sound and 
we are unable to recommend a better method 

2. The record of the past 10 years indicates that with but few exceptions the 
military departments buying of green coffee has been carried on with a minimum 
impact on the green-coffee market. Also that the prices paid by the military 
indicate the present procedure results in the lowest possible cost to the Govern- 
ment. 

3. The present method of green-coffee inspection assures the receipt, by the 
military, of only coffees that conform in all respects to the purchase specifica- 
tions. We do not believe it is possible to devise a more efficient method of insur- 
ing the military receiving, at all times, the quality of coffee it buys. 

4. With the possible exception of roasting and grinding at the actual point of 
consumption, vacuum packing is the only method known to us which will insure 
a fresh supply of coffee at all points of consumption at all times. 

5. In the event the military should require processing operations beyond the 
present capacity of the military roasting plants in Brooklyn, Atlanta, Oakland, 
and Seattle, we recommend such services be procured from the industry. In this 
connection I have appointed a committee to study this problem and a definite 
plan will be submitted to you at the earliest possible date. 

It is our understanding that the military contemplates confining roasting 
operations to the four plants above mentioned and that all coffee will be packed 
in 20-pound vacuum containers. We heartily endorse this proposed procedure. 

The recommendations we have made apply only to coffee for actual consumption 
by the Armed Forces 

All coffee sold in dry form in commissary stores should be purchased from the 
industry already roasted and in the customary types of pack used for consumption 
in the home. Armed Forces roasted coffee should be dispensed only as a beverage 
and not sold in dry form in competition with private industry. 

Furthermore, with the four military plants packaging only in 20-pound vacuum 
tins, the Armed Forces would hardly be in a position to properly package and 
distribute roasted and ground coffee for home consumption. 
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We strongly urge the discontinuance of the sale at retail of Armed Forces coffee 
in direct competition with private industry which practice is strongly condemned 
by this association. 

If we can be of further service to you, please call on us. 

Sincerely yours, 

KpWARpD ABOoRN, President 

Mr. Meaprer. What was the date of that letter? 

Mr. CHapMan. It is August 28, 1952. 

To continue the statement, I would like to bring you up to date on 
what we have done recently in coffee roasting operations. A complete 
study was made of military coffee operations by the Munitions Board 
and as a result certain actions were taken: 

To insure freshness, all roasted coffee is being vacuum packed 
in 20-pound tins except that bagged coffee is being furnished to instal- 
lations immediately proximate to roasting plants. 

The maximum on-hand inventory of green bean inventory was 
pegged at 4 months’ supply at any of the roasting plants. 

Certain plants are being phased out of operation, with the remain- 
ing plants located at Brooklyn, Atlanta, Oakland, and Seattle. 

Interservice agreements have been made assigning a mission to 
each of the four plants to meet the requirements of all service instal- 
lations on an area basis, with due consideration to the most favorable 
transportation costs and plant capacities. 

Madam Chairman and gentlemen, I hope that I have given you a 
picture of why we roast coffee in the military services. We sincerely 
feel that we have an economical operation and that we are providing 
the men and women in uniform with good coffee at minimum cost to 
the Government. The coffee industry endorses and supports our 
operations. 

I shall be happy to answer any questions you may have. Thank 
you. 

Mrs. Harpen. Mr. Meader, do you have any questions? 

Mr. Meaper. Yes; 1 do, Madam Chairman. 

Mr. Chapman, aaa your attention to the statement in the second 
paragraph numbered 4 on page 4 of your statement, I believe the 
Munitions Board Coad a state ds that this consolidation of roasting 
operations and interservice supply resulted in an economy of $50 
million in the reduction of the green bean inventory; am I correct 
about that? 

Mr. Cuapman. I think that is the figure. 

Mr. Meaper. And they indicated there would be a parallel savings 
in the reduction of warehouse space and in the personnel servicing the 
coffee operation. Do you recall that? 

Mr. Cuapman. Yes; I think that is correct. 

Mr. MEADER. Now, I don’t know that it was ever very clear what 
they meant by parallel savings. Would that mean another $50 million? 

Mr. CuapMan. No; those savings are not as tangible as that. The 
$50 million is value of inventory. , pegging the inventory at 4 
months at the coffee roasting plant we sae |, as these installations 
phased out, in other words, as they used up the green coffee on hand, 
the future procurement would cut it back to about 4 months’ supply. 

I think at the time the study was made there was a great deal more 
supply on hand than that. 

Mr. Meapver. Do you know how much that $50 million inventory 
represents in terms of months’ supply? 


’ 
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Mr. Cuapman. I think the average number—and will you correct 
me if I am wrong in this—I think that the inventory was about a 
year and a half supply, and that was a year and a half ago when 
that inventory was taken, I think that is 

Lieutenant’ Commander Dick. Madam Chairman, the Navy 
Department at that time had approximately 4 months’ inventory. 

Mr. CuapmMan. Yes, but the total, sir, was somewhere in that 
figure. 

Mr. Meaper. Well, if the savings in warehouse space and in 
personnel, which the statement said were parallel, can’t be figured 
in exact dollars and cents, would you say that it was something less 
than the $50 million? 

Mr. Cuapman. It would be considerably less than that. It would 
be the rental value of the cost of maintaining the space formerly 
occupied by the green-bean inventory and material handling. 

Mr. Meaper. Can you give the committee any estimate at all of 
what the savings resulted in? 

Mr. Cuapman. I couldn’t. 

Do you know? 

Lieutenant Colonel Maxweti. Mr. Chapman and Madam Chair- 
man, several months ago we made a study to determine an estimated 
cost of storage. Our estimated cost for the storage based on com- 
mercial storage rates of a 30-day supply for the Army, which is 
approximately 4,000,000 pounds of green beans, is $25,000 a month. 

Mr. Meaper. Well, have you made a computation as to the total 
savings resulting from the Munitions Board action? 

Lieutenant Colonel Maxwe.tu. We have not, sir. I merely give 
you that information as—— 

Mr. Meaper. Now, Mr. Chapman, I would like to turn to the state- 
ment concerning the cost. I think it is on the bottom of page 2 and 
at the top of page 3, in which you state that all cost elements were 
included. Did that include anything for the depreciation of the plant? 

Mr. Cuapman. Yes, it is included 

Mr. Mraper. I see you have depreciation. 

Mr. Cuapman. Let me look at my file. 

We have depreciation of buildings, which was introduced at point 
009780, and machinery and equipment at point 009560. The answer 
to that question would be “Yes.” 

Mr. Meaner. Well, I have a little difficulty, Mr. Chapman, in 
understanding just how the military are so much more efficient than 
the private coffee roasters. I don’t find it explained. 

You assert here that your coffee roasting costs are, as I recall it, 
somewhere in the order of 5 cents a pound less than the commercial 
roasters, isn’t that right? On page 3, in comparing the 50-pound-bag 
prices you say there is a difference of 0.058 per pound. That is almost 
6 cents per pound. 

Mr. CuarpMan. You see, we have nothing except the cost. The 
profit element is not included. 

I can give you a price analysis made by the Office of Price Stabiliza- 
tion some time ago. It showed that the average cost of green coffee 
delivered to the processing plant was 0.5383. That is the green bean. 
The average costs of processed and packaged coffee in the plant was 
0.6702. Now—— 
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Mr. Meaper. Wait a minute. Is that after it is processed, you 
mean? 

Mr. CuapmMan. That was adding the processing costs, blending, 
roasting, grinding, and packaging. 

Mr. Meaper. That is 14 cents, isn’t it? 

Mr. Cuapman. The price of 0.5383 is the green bean. 

Mr. Meaper. Right. 

Mr. CuapMaNn. It shrinks about on an average of 16 percent in 
weight, so taking the shrinkage out the price paid was 0.6516. The 
cost of processing and packaging in 1-pound bags was 0.6702, or a 
differential of 0.018, which includes the bagging and all the other 
processing. 

Mr. Meaper. That 0.6702 figure is what bothers me. Is that 
point 6702? 

Mr. CuapMan. It is point 6702, including the price of the coffee, 
taking an allowance for shrinkage, because it takes more coffee to 
pr oduce a pound of roasted coffee, and including all of the processing 
costs, it gives you that differential. In other words, the cost of 
operation “there was 

Mr. Meaper. Now that leaves me—I just apparently don’t under- 
stand your figures, but the price of the coffee after it is processed and 
packed in the commercial plant, according to the figure you have just 
given, is 0.6702? 

Mr. Cuapman. Right. 

Mr. Meaper. Now, the price of the green-bean coffee before proc- 
essing was 0.5383? 

Mr. CuapMAn. 0.5383. 

Mr. Meaper. Which makes a difference of almost 14 cents. 

Mr. CuarMan. I grant you that, but it takes a pound and one- 
sixteenths of green coffee to produce a pound of roasted coffee. You 
have to take 16 percent shrinkage. 

Mr. Meaper. Now, what is the comparable figure for the Army of 
the military operation? I have the impression here you said it only 
cost three-quarters of a cent a pound to roast coffee. 

Mr. CuapMan. Approximately, that is correct. 

Mr. Mraper. Now, what additional cost do you have that would 
give you a total figure of processing comparable to the nearly 14 cents 
by commercial processors? 

Mr. CuapMan. Our figures were computed taking into consideration 
the 16-percent shrinkage. The figures that I read to you did not make 
allowance for the shrinkage. 

Mr. Meaprr. You mean the three-quarters of a cent? 

Mr. Cuapman. No; the cost of processing commercially of 0.018, 
which you have computed as being approximately 14 cents. 

Mr. Meaper. Well, let me ask you this, Mr. Chapman. I get the 
impression from your statement that you are processing this coffee at 
a far lower figure than the commercial operation. Is that a fair im- 
pression to get from your statement? 

Mr. CHarpmMan. No; they are about comparable. 

Mr. Merapur. Well, you say you are doing it as cheaply as you 
could get commercial facilities to do it. 

Mr. CuapMaANn. We are doing it as cheaply as they could do it. 

Mr. Meaper. But you are not asserting that you are doing it 
substantially cheaper? 
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Mr. CHapmMan. Not materially. 

Mr. Meaper. But you say here that you saved nearly $5 million 
on the amount roasted in 1951. 

Mr. Cuapman. Yes; that was based on an overall figure. 

Mr. Jedlicka would like to make a statement. 

Mr. Jepuicka. Mr. Meader and Madam Chairman, these figures 
here that are used on the one hand were the actual cost of preparing 
the green coffee in the Navy plant. The other was a quotation made 
by industry on the basis of which they would sell to the Army the 
coffee, not the processing of the coffee, but they would actually sell 
the coffee to the Army at that time, which shows the profit element 
that entered into the cost to the Army and the Navy. And there 
is that difference of 5.8 cents per pound. 

In other words, while they absorbed all the costs that we have, they 
had to make a profit, and that was the profit represented by their 
quotation. 

Is that your understanding, Commander? 

Lieutenant Commander Dicx. That is correct. 

Mr. Meaver. Well, I didn’t happen to be present at the time the 
Bonner committee went into this question of costs in some detail. 
However, I do remember some of my colleagues being concerned 
that items of costs such as officers’ salaries and the other costs of a 
normal business were not included in that computation. 

Now, I just recall that from the questioning of some of my col- 
leagues. 1 think Mr. Curtis was quite concerned about that item. 

Mr. Warp. That is right. 

Mr. Meaper. And you are referring now to a study included in 
our hearings, aren’t you, Mr. ¢ ‘hapman? 

Mr. Cuapman. Yes, the study is in there and it includes all these 
costs, 

Now, the way the costs were put in on a per pound basis, we had 
those examined by one of the leading coffee firms and their auditors 
went over it and they felt that they were fair and it was comparable 
to the same cost elements that they put in. 

Mr. Meaper. I want to ask this question about quality control. 

There is an indication here of skulduggery on the part of the com- 
mercial coffee roasters. I wonder if there isn’t any means of con- 
trolling that through inspection or some other method? 

Mr. Cuapman. Well, Mr. Meader, when you go out on bids for 
coffee of a specified grade, supposing it is straight Santos 4, hard, 
and you get processed coffee commercially represented as being 
Santos 4, hard, and you get it for less than Santos 4, hard, sells for 
on the market. There just has to be something wrong. People just 
can’t be in business that way. 

Now, we can’t say that it was substituted; we can’t say there was 
yledlieniine: we can’t tell for sure that they roasted it at too low a 
temperature ‘and didn’t take the shrinkage; we can’t say that they 
roasted it too short a period in order to retain some of the moisture 
content so they would get an advantage in the 16 percent shrinkage 
allowance. None of those things we know. All we know is that they 
got very poor cofiee, but once it is roasted and ground you can t 
determine the antecedents of the coffee; you can’t check it. You 
have to have possession and control throughout the process to make 
sure you are getting exactly what you are paying for. 
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Mr. Mraprr. You don’t think it can be policed by inspection 
proce dures? 

Mr. CuapMan. The coffee association doesn’t think it can. They 
do their own for that reason. : 

Mr. Mxaprr. Do you mean to say that the coffee association itself 
indicates that its membership would be dishonest if they dealt with 
the Government? 

Mr. CuapMan. I don’t know. You see, they don’t have all the 
members in the association. They represent about 90 percent of the 
volume of the industry. 

Mr. Mzaver. I mean substituting a lower grade of coffee wouldn’t 
be honest, would it, Mr. Chapman? 

Mr. Cuapman. I would say it wouldn’t. 

Mr. Meraprr. And you give that as one of your principal reasons 
for staying in this business, that there is no way of making these 
contractors be honest with the Government? 

Mr. CuapmMan. I don’t think that I said quite that, Mr. Meader. 
What I said was that there are a number of shortcuts or tricks of the 
trade in this trade, as in many others, but experience indicates that 
when you buy it under conditions when you cannot inspect it, when 
you cannot tell whether you got that which you paid for, and you get 
it at a price where you know the »y couldn’t have provided ‘the spec ifica- 
tions that you called for in the contract, there just has to be something 
wrong. 

If that is dishonesty, anybody can name it whatever they like. 
All we know is that we got bad coffee. We know that the price of 
that coffee was less than anybody could produce the coffee of the 
specified grade on the market. They couldn’t buy the ingredients 
and provide it at that price. Those facts have to speak for themselves. 
We can’t deny the facts. 

However, most of the coffee roasters preferred not to bid on this 
coffee; that is, they were underbid by certain elements of the trade, 
so the ones that would have given us probably what we asked for— 
and they all operate on a very narrow margin of profit—didn’t get 
the awards. 

Now, this isn’t confined to the coffee industry. I think that in 
everything we buy in the military departments we have to make sure 
that we get what we pay for. 

Mr. Muaper. Well, I remember some investigations where people 
were cheating on specifications, and I regard it as something in the 
nature of a criminal act, and I would say the same thing would be 
true whether it is coffee or tanks or airplane engines, or whatever it 
may be. Anyone who makes a contract to produce at certain specifica- 
tions and then chisels on the specifications is not dealing honestly. 
Whether it is criminal or not, at least there should be some super- 
Vision, inspection and controls on the part of the procurement agency 
to see that that is done. I am surprised that you say in the coffee 
business it is impossible to control this kind of skulduggery. 

Mr. Cuapman. If we added—lI think there have been some esti- 
mates made, that if we were to police by inspection the coffee—you see, 
in all these contracts of the military we furnish the green bean. The 
contracts that I was speaking about were GSA contracts where they 
did not furnish the bean. They merely specified the grade of the 
coffee. 
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In the cases where we have contracts and we furnish the green bean, 
if we went to the expense of inspecting and keeping our inspectors 
there to make sure we got precisely the coffee that we gave them, that 
it was roasted the proper length of time at the proper tem mperatures 
and all bagged, we know there would be a heavy cost. We feel we 
couldn’t afford to maintain as rigid an inspection as would be necessary 
to gain the control that you are talking about. It would be in addition 
to the contract cost. 

Mr. Meaper. Mr. Chapman, I have two rather minor questions. 

On the top of page 3 you refer to the Veterans’ Administration and 
say that you understand that situation has likewise been corrected. 

Mr. CHapman. Yes. 

Mr. Meaper. Does that mean that the Veterans’ Administration 
is also obtaining their coffee from the military services? 

Mr. CHapMAN. Yes. 

Mr. Meaper. You are roasting coffee for the Veterans’ Admin- 
istration? 

Mr. CuapmMan. They have bought some from us. 

Mr. Meaper. As well as GSA? 

Mr. Cuapman. Now, I am not prepared to say whether they got 
it from GSA and GSA vot it from us or not. 

Mr. Meaper. Now, I had one other question. 

As I recall the letter you read from the Coffee Association, they 
recommended that the sale of coffee to individuals for use outside of 
some Army post be discontinued, and I presume they mean that 
so-called GI coffee should not be sold i in commissaries? 

Mr. Cuapman. I presume that is what they are talking about, yes. 

Mr. Meraper. Are you in agreement with that view? 

Mr. Cuapman. Iw ould rather that you asked that question, if you 
would, Mr. Meader, in the commissary hearings which I think they 
are going to have tomorrow. 

I will say this—we have done this. We have had the military serv- 
ices reprice coffee to include all of the elements of cost that went into 
the manufacture and the processing, freight destination, and so forth, 
so as to give a comparable price to industry. That pricing formula 
has been approved by the General Accounting Office and the military 
services are now using it. 

The question of sale in commissaries is involved in the commissary 
operation itself. In the Army it is sold in commissaries because an 
item was rationed, and there is a statute involved in that which is 
statutory authority for doing it, so I think the problem you are talk- 
ing about is one that could ‘be handled probably much better in the 
hearing on the commissaries. We are only interested in the processing 
of the coffee. 

Mr. Meaper. You would rather not express any view on that but 
leave that to some other witness? 

Mr. Cuapman. I would rather leave it to the commissary. It is 
no different than some other items in the commissary operation. 

Mr. Meaper. That is all, Madam Chairman. 

Mrs. Harpen. Mr. Brooks, have you any questions? 

Mr. Brooxs. No. I am sorry that I was late, Madam Chairman, 
but I am reading the testimony. It seems interesting, and my only 
question is this if I might intercede. 
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I haven’t completed reading all of your testimony, but as I gather 
you feel that you can’t get the proper quality coffee for the military 
services unless you roast it yourself? ? 

Mr. CHapMaNn. Well, that is almost a true statement. We could 
do it by excessive inspection cost. We would have to have resident 
inspectors in the plant where the coffee was being processed in order 
to gain the same type of quality control. 

Mr. Brooks. I am amazed at that because if you can’t have faith 
in the private coffee roasters who are normal American businessmen, 
who are in business to make a profit, of course—but if you can’t have 
any faith in them to give you what you specify and the quality that 
you desire, does it follow that you have that same feeling about the 
automobile industry and about the oil industry and about every manu- 
facturing industry in the country? 

Mr. Cuapman. No, Mr. Brooks, we wouldn’t, for the simple reason 
that in all these other products that you are mentioning we can inspect 
against the specifications. In roasted ground coffee you can not in- 
spect it. The only thing that you can tell, you can brew it and you 
can taste the cup, and if the taste is bed, you’ve had it. You simply 
cannot determine whether or not the coffee that w ent into that blend 
that was roasted and ground met the specifications that you asked for. 
You cannot check back. The only inspection you can make is of the 
green bean, and it takes experts to do that. From that point forward 
you must control the coffee. You either have to have possession of it 
or have somebody there to make sure you get what you want. 

The margin of profit is so narrow that there i is every inducement to 
attempt to eke out the profit, and as we mentioned——— 

Mr. Brooks. You mean that, seriously, you feel that if I were 
a coffee manufacturer and you said you wanted No. 3 green bean, 
soft, or whatever the particular specification was, and wanted it 
ground at a certain temperature and we had the specifications written 
into the contract, you would suspect me of putting in a lower quality 
green bean and mixing in some chicory, or whatever else I might put 
in it, roasting it at a lower temperature than specified, and, as a 
practice, sell it to you consistently? 

Mr. CuapMAN. I will repeat what I said before you came in, that 
we made an analysis of coffee purchased on the contract by GSA in 
1951. They specified Santos Number 4 in their contract. They 
didn’t furnish the coffee, but they got coffee roasted and ground, 
packaged, delivered to them at less than you could buy Santos 4 green 
beans on the market. Now, I leave it to you. Did he substitute; 
did he—— 

Mr. Brooks. Who did you buy it from, what company? It is in 
the record; I mean, it is not secret. Who did you buy it from? 

Irrespective of that, you could mark them off the list and you were 
either taking a loss or they were selling you inferior coffee, but you 
would not be obligated to buy from them any more, and if you could 
prove that they were evading the specifications why not mark them 
off your list of bidders and not send them the specifications when you 
are taking bids? 

We have some coffee roasters in my district and I think they are 
basically honest people and I don’t think they would steal from me or 
you. 


85810—54—pt. 34 
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Mr. Cuapman. I can only say that of all the coffee bought by the 
military in recent years since this system has been in effect, that 14 
percent of all the coffee offered for sale as being Santos No. 4, 
strictly soft, or whatever, has been rejected as not meeting that 
specification. It has been rejected by the most experienced operators; 
the coffee industry themselves have determined that 14 percent of all 
the coffee offered to the military did not meet the specification and was 
not as claimed by the importer of the coffee. 

Mr. Brooks. Of the green beans? 

Mr. CuarpmMan. Of the green beans. Now, whether those people are 
dishonest, which I rather doubt, or whether they had an honest 
difference of view as to the quality of the coffee— 

Mr. Brooks. You buy the green beans from Colombia and Brazil? 

Mr. Cuapman. That is right. 

Mr. Brooks. I think it is agreeable that you can have the Govern- 
ment experts purchase the green beans. ‘The discussion, as I under- 
stand it, has been over furnishing the green beans to the coffee roaster 
and their substitution there of inferior grades? 

Mr. Cuapman. I didn’t say that they substituted. I said that 
there were innumerable tricks of the trade. The only thing that we 
know is that we got a coffee that would not brew a good cup. 

Mr. Brooks. Couldn’t you tell when you made it that it wasn’t 
any good after vou made a batch? 

Mr. Cnapman. After you bought it, yes.; 

Mr. Brooks. After you bought it, and could you then give it a 
test before you bought it, make some in a drip pot and a percolator pot, 
make some in an old pot and throw a little cold water on it and see how 
it comes out? 

Mr. CuapMan. You see, this coffee belongs to us once it is roasted, 
and if it isn’t properly roasted it has been ruined. 

Mr. Brooxs. Why not put a clause in that contract that if it 
doesn’t measure up to certain specifications by taste by an agreed 
arbitrator 

Mr. Cuapman. The coffee industry says you can not draw up such 
a specification. They can’t check it. The only thing they know is 
that the brewed coffee is unsatisfactory, but they can’t tell precisely 
why, there are so many things that might go wrong. So there is 
nothing tangible that you can check. You couldn’t make it stand up. 

Mr. Brooxs. Maybe there is something to what you say, but I 
can’t conceive of the entire coffee roasting industry being made up of 
such thieves and disreputable people that you can’t trust them to buy 
beans as you tell them. 

Mr. Cuapman. The coffee roasting industry is not in opposition at 
all. The vast majority of them do, but unfortunately, or fortunately, 
whichever way you look at it, we have to buy this by competitive bid, 
and we get the fellow who is going to do it the cheapest. He is the one 
playing on a short margin of profit. 

Mr. Brooxs. Why not check people hard? You know on lots of 
Government contracts they check people hard. In private contracts, 
too—If you take a mechanical bid on a building to do the electrical 
wiring and they put a tough inspector on you, they can make you 
wish you had never seen this contract and make you follow each 
one of the specifications. This fly-by-night coffee roaster you are 


i 
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describing, you could make him wish he had never accepted this bid. 
You could cure a few and then buy coffee from reputable people. 

Mr. Cuapman. The only way I can answer you is this, that the 
military departments, the Federal Government are not the only ones 
who believe that this is the only way in which they can maintain a 
good quality of coffee. The New York City Welfare Department, 
the New York State Hospital, the Commonwealth of Pennsylvania, 
the Florida State Hospital, the Texas State Hospital, and many, 
many others—many States do the same thing because the »y have had 
the same experience. The accent on the contract is to get the product 
at the lowest cost that you can get a good-quality product. 

It is a little bit late when you find out you didn’t get it, and, 
particularly, it is unfortunate when you can’t tell specifically why, 
wherein there was a deficiency, so a lot of large organizations have 
were this principle. 

The Coffee Association itself endorses it and says ‘‘We don’t believe 
that you can have a better method of insuring that you get the best- 
quality coffee.” They made extensive studies on it, too. They 
support it. 

Mr. Brooks. The coffee industry supports the Federal Govern- 
ment roasting their own coffee? 

Mr. CHapMANn. They certainly do. 

Mr. Brooks. They are for it, the coffee roasters themselves; they 
say—— 

Mr. Cuarman. That is right. 

Mr. Brooks. They say ‘‘We don’t trust ourselves; we would rather 
you do it’’? 

Mr. CuapmMan. That is right. They represent 90 percent of the 
trade in this country, and they heartily endorse the Government 
agencies buying the coffee and roasting it themselves. 

Mr. Brooks. Do we have a copy of that statement? 

Mr. CHapMAN. Yes. 

Mr. Warp. It is in the record. 

Mr. Brooks. I have no further questions. 

Mrs. Harpen. Mr. Osmers? 

Mr. Osmers. Madam Chairman, | think that the coffee industry 
of the United States—and I am not in it—has had a great deal of 
damage done to it today. Now, I think the coffee industry ought to 
have an opportunity to come before this same forum and straighten 
this matter out because the testimony of Mr. Chapman, while not 
stating so specifically, leaves the coffee industry in the United States 
in the; position of a group of bandits and burglars and untrustworthy 
people, and I think it is an entirely erroneous impression, though I 
don’t know a single person in the coffee-roasting industry. 

Mr. Chapman, I think the coffee business, quite the contrary to 
what has been said here, does lend itself to standardization, and I am 
always amazed at the constant quality that certain of the leading 
brands of coffee maintain year in and year out at all seasons of the 
year. 

Mr. CuapmMan. That is right. 

Mr. Osmurs. Now, is there a surplus of coffee in the world today, 
in Brazil, specifically? 

Mr. Cuapman. I don’t know. 
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Mr. Osmers. You said before that 14 percent of the coffee that the 
Government had bought had been rejected as not being up to the 
standard. Well, I don’t think there is anything particularly amazing 
about that, and if the Government didn’t pay for it no one has been 
harmed? 

Mr. Cuapman. No; that is right. 

Mr. Osmers. It seems, Madam Chairman, ridiculous to me that 
this Government which buys 13 million different items, including 
millions of dollars’ worth of perishables, that coffee is the only item on 
that list that we must process ourselves for fear of being duped and 
misled. It is rather insulting to the intelligence, and I was rather 
interested in what Mr. Chapman said about the end product. Who 
is interested in anything else but the end product as far as a cup of 
coffee is concerned? If the end product was not a good cup of coffee 
we wouldn’t want it, would we, Mr. Chapman? 

Mr. CuapMan. No. 

Mr. Osmers. I notice on page 3 of your statement you say the 
following: 

After the audit was completed, informal estimates were solicited from two 
major coffee distributors for comparable blends f. o. b. their roasters. 

Following that you set up prices; you multiply the prices by 88 
million and come out with a figure around $5 million. 

The Government uses close to $100 million worth of this item and 
in order to find out what it ought to cost they get informal estimates 
from two people in the business. 

Now, it would seem to me that if we were to establish a price 
differential, and particularly to validate your $5 million figure, we 
would have to put it out on bids and not talk in the terms of 50- or 
100-pound bags, though we might have it delivered in 50- or 100- 
pound bags, but we would have to talk in terms of the total consump- 
tion, or some 88 million pounds. 

If I call a coffee man here in Washington and want to buy a 100- 
pound bag of coffee, he is going to charge me a great deal more than 
if I tell him I want him to deliver 2,000 pounds every week. 

We ought to put this out on bid and see what the price would be 
for the quantity that the Government uses? 

Mr. Cuapman. Well, I feel this way, that the $5 million figure, 
which I did not stress at all, was based on the solicitation of the prices 
that two processors worked up for us. They were basing it on the 
volume. We recognized when we did this that if we were buying 
our coffee that way that that price would be shaded. They would 
have to, if they got the contract. 

In other words, competition would force that price down, but the 
margin of profit all told is in a pretty narrow price range. 

Mr. Osmers. Would you want the committee to believe, Mr. 
Chapman, that the coffee industry makes a profit of 5 cents a pound? 
Mr. Cuapman. Well, I can show you, I think, about what it is. 

Mr. Osmers. I am sure they would be delighted to hear that. 

Mr. Cuapman. It is more than that. This 1 of 6 large chain 
stores, the coffee prices, it has $0.1065 as the margin of profit, average 
margin of profit. 

Mr. Osmers. You are talking about the retail market now, aren’t 
you? 
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Mr. CuapMan. That is right. 

Mr. Osmers. We are not talking about that now, I hope. I hope 
we are talking about the profit that a coffee roaster makes. I hope 
the Government hasn’t been considering buying their coffee from 
Safeway or Grand Union. I think that a figure of a 5-cent profit for 
the billion pounds of coffee, or whatever we use in this country every 
year, 1s just ridiculous. I don’t think they make it. 

Mr. CuHapman. I am not quite sure I understand what you are 
getting at. 

Mr. Osmers. Well, I am simply trying to establish comparable 
figures, and your statement taken as it is written indicates that there 
is a 5-cent profit on each pound of coffee in the coffee-roasting 
industry. Is that your belief, sir? 

Mr. CHapman. No. 

Mr. Osmers. It is not your belief? 

Mr. CuapMan. No; it is not that high, except in the retail trade. 

Mr. Osmers. And in the retail stores it is a penny and a fraction? 

Mr. CuapMan. It is approximately 10 percent. If it sells for 90 
cents, that would be about 9 cents. 

Mr. Osmers. In a retail operation? 

Mr. CuHapMan. In a retail operation. 

Mr. Osmers. Yes; I could understand that. 

Mr. CHAPMAN. However, the price in the same 6 large chain stores— 
their cost of blending, roasting, and packaging in 1-pound bags, was 
a little short of 2 cents per pound, cost of processing. 

Mr. Osmers. Did that include distribution to their retail outlets, 
which would make it an entirely different operation than the one we 
are talking about? 

Mr. CuarrMan. No; it didn’t include that because they have an- 
other price differential between their retail cost and the price to the 
retail store. There is another price differential, so I assume it doesn’t 
include that. 

Mr. Osmers. That is all I have, Madam Chairman. 

Mrs. Harpren. Do you have any questions, Mr. Ward? 

Mr. Warp. Yes; I have, Madam Chairman. 

When did you receive those quotations of 70% and 72% cents that 
the commercial industries would furnish coffee for? 

Mr. CuapMAn. It was somewhere in 1952 when this coffee study 
was about completed. I haven’t got the exact date. 

Mr. Warp. That has been referred to many times. I think the 
first time the committee got it was in April of 1951. 

Mr. CuapmMan. It could be. It was in the forepart of the time when 
this study was made. 

Mr. Warp. What kind of a proposal was that based on, Mr. 
Chapman—proposal to the industry? 

Mr. CHapmMan. Well, do you know, Mr. Jedlicka? I personally 
don’t know. 

Mr. Jepiicka. That was conducted by the Munitions Board, and 
the Subsistence Committee made an informal inquiry, as I understand. 
I was not a member of that Board, but they made an inquiry of two 
firms. Who those firms were I couldn’t say. 

Mr. Warp. I think that is in the record, but did they say, we will 
be in the market for so many million pounds of coffee, 88 million 
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pounds of coffee annually, and that we will close down our own roast- 
ing plants if industry provides this cheaply? 

Mr. Jepuicka. I couldn’t answer that question as I wasn’t a mem- 
ber of that Munitions Board committee. 

Mr. Warp. Don’t you think that is an important thing when com- 
paring prices, to give an assurance before you can get a price worth 
using? 

Mr. Jepuicka. Right. 

Mr. Cuapman. I think myself that that particular statement 
was not a particularly significant one. The significant one to me 
simply was that one of the large coffee distributors and processors 
went over and had his auditor analyze the basis on which we deter- 
mined our own costs, and he said those costs are comparable to ours. 
To me, that was significant. The rest is an interesting exercise but 
doesn’t prove anything because you are dealing in hypothetical 
cases and you haven’t the ee factor in it. 

Mr. Warp. I mentioned that because at the hearing at San Fran- 
cisco last August, the industry people indicated they would really 
like to see the military go out of the coffee-roasting business. That 
is in the hearings, that the Government should phase out of business ; 
but if the military would vacuum an - product it would raise the 
quality of the coffee, and that is probably the real reason that they 
went along with Admiral Ring and the Munitions Board. Don't 
you think that is right? 

Mr. Cuapman. Well, I think, Ray, in respect to that question, that 
the distribution time, from the time the coffee is roasted until it gets 
to the cook who is going to prepare the coffee, if the coffee is not 
vacuum packed you stand a good chance of losing the high-priced 
coffee that you purchased, and all of the care and safeguards you put 
around it, and it wasn’t until we decided to vacuum pack the coffee 
that we protected the system, because you could have the very best 
coffee produced and processed under the most ideal conditions, and 
if it gets overage you are going to get what the trade calls a vile coffee 
out of it. 

Mr. Warp. I have no argument on that point. 

Mr. CuHapMaNn. So up until the time when we roasted coffee I 
would say there would be concern over roasting coffee. 

Mr. Warp. What percent of the coffee that is used in the United 
States is used by the military? 

Mr. Cuapman. Percentage? 

Mr. Warp. Yes; just roughly. 

Mr. Cuapman. Do you know, Mr. Jedlicka? 

Mr. Jepuicka. About 6 percent. 

Mr. Cuapman. About 6 percent. 

Mr. Warp. About 6 percent. Is the contention of the military 
that they can buy the beans cheaper than industry can buy them? 

Mr. Cuapman. I don’t think so. 

Mr. Warp. Then the margin of economy would be in that 1 cent 
roasting cost that you are talking about? 

Mr. Cuapman. That is right. 

Mr. Warp. And this figure of 5%» cents is a hypothetical figure? 

Mr. Cuapman. That is why I say I attach no significance to it. 
The only things we can attach significance to are the ‘facts, which are 
the manufacturing costs. 
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Mr. Warp. And it does boil down to quality control? 

Mr. CuapMan. It does boil down to quality control. 

Mr. Warp. And you are saying, then, that under Public Law 413 
where you buy on negotiated contracts if you wish that you can’t 
exclude the nonqualified bidders? 

Mr. CuapMan. It would be difficult. 

Colonel, would you like to say anything on what experience you 
may have had in attempting to disqualify those who didn’t give you 
ond coffee or who gave you submarginal prices? 

Lieutenant Colonel Maxwetu. Well, my personal experience has 
been very limited on specific instances of attempting to disqualify 
bidders on various bases, namely, the fact that they have failed to 
perform properly. 

Mr. Warp. Well, do you use the qualified products list in your 
agency? 

Lieutenant Colonel Maxwe.u. I would like to insert that state- 
ment for the record later, sir, to make an across-the-board statement 

Mr. Warp. Do you know, Mr. Chapman? Do you use the quali- 
fied products list, not for coffee but other items? 

Lieutenant Colonel Maxwetu. I know on some categories of items 
we do and some we don’t. I would like to make 

Mr. Warp. Admiral Ring? 

Admiral Rina. The qualified products lists are largely used. 

Mr. Warp. Do you have any means of excluding bidders under 
Public Law 413, the law under which you operate in your procure- 
ment? 

Mr. CHapman. There are means, yes, where you can inspect them 
and determine if they are efficient, but in the case of coffee, the point 
I have been trying to make is that you cannot tell wherein there is a 
deficiency. All you know is that you did not get a product that gives 
you the same quality product as when you try to control it yourself. 

Mr. Warp. Have you tried to work out an arrangement with the 
1,256 manufacturers, to work out a means of quality control? 

Mr. CHapMAn. I can’t answer that. 

Mr. Warp. I mention it because at our hearings in San Francisco 
last summer one witness said it could be done and thought the VA 
was doing it.' 

Mr. Cuapman. The VA is one of the bitter complainers about the 
kind of coffee they get. 

Mr. Warp. How recent is that complaint? 

Mr. CHAPMAN. At least a year and a half ago. 

Mr. Warp. But since that time they have told us that the system 
is all right. 

Are you sure of your dates, and will you check that against the testi- 
mony in this hearing? 

Mr. Cuapman. I will check that. 

Mr. Warp. That is all I have, Madam Chairman. 


(The information in regard to VA coffee is as follows: ) 


1 Field Conferences on Federal Supply Management, hearings before a subcommittee of the Committee 
on Expenditures in the Executive Departments, House of Representatives, 82d Cong., 2d sess., pt. III. 
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VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., July 28, 1958. 
CHAIRMAN, COMMITTEE ON GOVERNMENT OPERATIONS, 
New House Office Building, Washington, D. C. 

Dear Str: With reference to telephonic inquiry from Mr. Ray Ward relative 
to our coffee purchasing program, the Veterans’ Administration is securing its 
requirements centrally in Washington as a result of competitive bids. The 
Veterans’ Administration does not purchase its requirements from the Armed 
Forces. 

The method employed by the Veterans’ Administration is the same as that 
outlined in our letter of July 25, 1952, a copy of which is enclosed. However, the 
following figures reflect the quantity and prices paid delivered to Veterans’ 
Administration hospitals during the current quarter: 


lst quarter, fiscal year 1954: 


I ON acini eee meets 1,084,750 
rs ee cc a eiu nwa wen aka mip idime ieee 0.6485-0.75 
NS TR BORO oc cons cwoncotnguunebanges wish 0.676397 


For your information, the New York spot prices for green coffee f. 0. b. New York 
City, according to the Journal of Commerce of July 21, was 59.75 for Santos 2-3, 
59.25 for Santos 4’s and 59.75 for Colombian coffees. Based upon these quotations, 
a blend of green coffees meeting our specifications would be 59.65 cents per pound. 

At the present time, nine firms are under contract to supply roasted coffee to 
our hospitals. Monthly we secure a sample of green coffee from each roaster. 
These samples are examined by a Government coffee expert for determination as 
to compliance with the Veterans’ Administration specification. When it has been 
determined the green coffee meets the specifications, the contractor is notified to 
proceed with the roasting. The roasting process is witnessed by a representative 
of the Veterans’ Administration either from this office or from one of our field 
installations. During the past year we have rejected green coffee samples upon 
three occasions. 

Delivery samples of the roasted coffee are submitted by selected hospitals for 
testing and comparison against the green samples. This procedure is followed to 
insure that the green coffee meets our requirements before it is roasted and that a 
quality control is maintained over the delivered product. 

Sincerely yours, 
H. V. Srireuine, Deputy Administrator 
(For and in the absence of the Administrator.) 


Juty 25, 1952. 
Mr. Ray Warp, 
Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
New House Office Building, Washington, D. C. 

Dear Mr. Warp: This is in response to your request for information about the 
coffee purchasing methods employed by the Veterans’ Administration. It is my 
sincere hope that the data in this letter will prove useful to you in your work. 

A few general remarks concerning the method we employ may be in order. All 
of our coffee is purchased by our central office in Washington as a result of com- 
petitive bids. Contracts are let for a period of 3 months with delivery specified 
to approximately 155 Veterans’ Administration installations located throughout 
the United States. The annual quantity purchased varies from four and one-half 
million to five million pounds. The bid invitation is designed to allow the bidders 
to quote prices on a single station or on any number of stations. In addition, the 
installations are grouped geographically and the potential supplier can bid a 
single aggregate price for all stations in one group. 

The coffee must conform to Federal Specification HH H—C-571 and, in addition, 
meet our specification requirement. Copies of both specifications are enclosed. 
You will note that we require 60 percent Colombian and 40 percent Santos but 
allow the supplier to furnish any one or a combination of several growths. This 
specification was adopted only after consultation with industry representatives 
and Government officials familiar with the coffee business. Our latest solicitation 
resulted in 31 responsive bids and we awarded contracts to 14 firms to supply 
coffee during the 3 months beginning July 1, 1952. 
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You will note that our specification also requires that the coffee must be shipped 
within 48 hours from the time of roasting and be delivered within 5 days after 
roasting. Each installation is allowed to specify whole bean or ground roasted 
coffee. The delivery is made in a 50 pound container, either carton or sack. It 
has been our experience that this size most nearly meets the needs of the majority 
of our hospitals. The use of larger containers results in a greater loss of freshness 
and flavor and increases handling difficulties. From the best available sources of 
information, we have learned that the difference in price between 50 and 100 
po! ind sacks is approximately a quarter of a cent a pound. We do not feel tha 
this small reduction compensates for the increased loss of flavor. 

Listed below is certain information relating to our coffee purchased during the 
last 5 consecutive quarters. The figures shown in the ‘Price Range Column’’ 
and the ‘“‘Average Price Per Pound Column” represent the net cost to the Veterans’ 
Administration of roasted coffee delivered f. 0. b. each hospital in the United 
States. 


Quantity Price range A verage price 
(pounds per pound per pound 


- 6261—. 7215 654108 
.638 —. 6720 
. 6178—. 6710 
6345—. 6972 
6410—. 7683 


First - arter, fiscal year 1952 
Second quarter, fiscal year 1953 
Third quarter, fi 1 year 1952 
Fourth quarter, fiscal year 1952 
First quarter, fiscal year 1953 





| | 


The slight price increase shown for the current quarter is due to the new 
specifications being used for the first time. These specifications insure a specific 
blend of coffees and eliminate the use of inferior growths used in small quantities 
which cannot be detected by cup test. 

I have also enclosed an abstract of coffee shipments which will be made during 
the current quarter. This abstract illustrates the number of contractors, which 
items they are delivering, the estimate of coffee destined for shipment to each 
Veterans’ Administration Hospital and Center, as well as the price for each 
destination. 

Our coffee specifications are basically similar to those being used by the Depart- 
ment of Defense in their purchases for the Army, Navy and Air Force. They, 
too, specify only Colombian and Santos beans. They do accept certain addi- 
tional Colombian growths and use a 30 percent Colombian coffee in their blend. 

During your telephone conversation with Mr. Harrison, you asked if we had 
received any complaint concerning our methods of purchasing coffee. In accord- 
ance with your request, I have enclosed copies of a letter from Representative 
Norris Poulson concerning the Smart & Final Co., of Los Angeles, as well as our 
reply of March 14, 1952. 

Very truly yours, 
James N. O’NEt, 
Director, Supply Service. 

(Note.—For additional data on VA coffee procurement see pp. 512-525, Part III, Field Conference 
Federal Supply Management, hearings before a subcommittee of the Committee on Expenditures ir 
Executive Departments, House of Representatives, 82d Cong., 2d sess.) 


Mrs. Harpen. Mr. Chapman, I was very much surprised to learn 
from your statement, when you say that you must manufacture coffee 
or the Government must manufacture coffee in order to maintain the 
proper quality control; I believe the other members of the committee 
have gone into this at length; but I was surprised to know that you 
feel it is impossible to buy the quality of coffee desired from the 1,256 
manufacturers in our country. 

Mr. CuoapMAn. No; I don’t believe that that is quite the impression 
I wish to create, anyway, Mrs. Harden. I think I mentioned some 
time back that in order to do that we have had a very high inspection 
service cost in order to achieve the results that you are talking about 
on competitive bids. In other words, we have to have inspectors on 
hand in the plants in order to assure ourselves that we are getting that 
kind of coffee. 
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Mrs. Harpen. Why do you think the National Coffee Association 
agreed to the military retaining certain coffee roasting plants? 

Mr. CHAPMAN. Because they have agreed that we get and we 
satisfy ourselves that it is quality control. Basically, it is quality 
control. They have the same problems internally themselves, and 
they control their own. The name brands which are the high quality 
coffees, the blends where they must provide certain specification 
coffee, they trace that and control that all the way through the process 
themselves. They never let it out of their possession. 

Mrs. Harpen. During the Bonner subcommittee hearings in 
California last August—I had the privilege to be a member of that 
committee and attended these hearings—Mr. Peter Folger of the 
J. A. Folger Coffee was representing the coffee industry at that time, 
and he made this statement: 

We have the commercial facilities to supply all the coffee that the Government 
needs. It is possible that if the Government should expand their business it 
could be quite damaging to the industry as a whole. 

Are you planning any expansion at this time? 

Mr. Cuapman. No; we are not planning any expansion. The four 
plants that we are planning on retaining have enough capacity for our 
foreseeable requirements and we don’t know of any expansion that 
will exceed their capacity. 

I would like to say that this really isn’t as large an operation as you 
might think. There are only about a little over a hundred people in 
the military services engaged in this coffee roasting operation all told, 
so in the investment, in the equipment and in the number of people 
employed in connection with this rather minor operation, it doesn’t 
assume anywhere near—bulkwise, poundage, it is pretty high. Itisa 
small segment of the industry. 

Referring to Mr. Folger’s statement on the thing, we have no reason 
to believe that the Folger Co. would get the contract. Perhaps he 
could. And the same with many other name brands who have been 
very jealous of their reputations and the standing of the product in 
the sales reports. But they exercise the same care that we are 
exercising in order to maintain that. They wouldn’t risk going out on 
competitive bid to have somebody supply the coffee and roast it for 
them. 

Mrs. Harpen. Are there any further questions? 

Mr. Hillelson, do you have any questions? 

Mr. Hituetson. Go ahead, Mr. Meader. 

Mrs. Harpen. Mr. Meader, do you have any further questions? 

Mr. Mraper. I just wanted to clarify the point we raised earlier, 
Mr. Chapman. 

Did I understand from you that the Veterans’ Administration is 
obtaining some or all of its requirements for coffee from the military 
services? 

Mr. Cuapman. I do not know whether they get it from GSA or from 
us, and we furnish GSA, as I understand it, ‘only in region 3, which is 
this region. 

Do you have any information on VA coffee? 

Mr. Jepuicka. I do not. 

Mr. Cuapman. I would have to check it. If you wish I will have 
it checked and give you a statement on that. 





COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 1027 


Mr. Meaper. Well, our testimony in previous hearings indicated 
that the VA did procure it commercially 

Mr. CuapMan. It did? 

Mr. Meaper. For its hospitals, and I just wondered if there has 
been some change since our hearings last fall,—was it? 

Mr. Warp. Last August. 

Mr. Meaver. Last August, almost a year ago. I would be inter- 
ested in knowing if they buy any coffee from you, either directly or 
through GSA, and if they do, how much of their total requirements are 
procured that way and how much are procured commercially. 

Mr. Cuapman. I will get the information for you, sir 

(The information above referred to, is as follows:) 

OFFICE OF THE SECRETARY OF DEFENSE, 
Washington 25, D. C., July 24, 1958. 
Hon. Cecin M. HarpeEn, 
Chairman, Subcommittee on Intergovernmental Relations, 
House of Representatives, Washington 25, D. C. 

My Dear Mrs. Harpen: In compliance with Mr. Meader’s request during 
the hearings of your subcommittee on July 22, this is to advise that the Veterans’ 
Administration is not being supplied with coffee from the military departments. 
I am informed that the Veterans’ Administration buys all of its coffee commer- 
cially for direct shipment to its hospitals and domiciliaries. 

The General Services Administration receives a part of its coffee requirement 
on the west coast from the Navy plant at Oakland. It was supplied 6,400 pounds 
in 20-pound vacuum cans during fiscal year 1953. While arrangements were 
made early this year for General Services Administration to be furnished coffee 
on the east coast from the Navy plant at Brooklyn, only one shipment consisting 
of 800 pounds has been made. 

I am taking the liberty of forwarding herewith a copy of a Munitions Board 
staff report on coffee roasting operations in the Department of Defense, dated 
October 1, 1952,! and respectfully call your attention to pages 9, 10 and 11 in 
which the General Services Administration and the Veterans’ Administration 
methods of procuring coffee are reviewed. 

It is the primary desire of the Department of Defense to furnish the servicemen 
a good cup of coffee, consistent with sound business practices. 

Sincerely yours, 
RicHarp K. CHAPMAN, 
Chief, Office of Supply. 

Mrs. Harpen. Are there any further questions? 

If not, we thank you for coming over, Mr. Chapman, you and your 
assistants, and appreciate your very informative and interesting 
statement. 

rT’ ° 

Thank you, sir. 

Mr. CuapmMan. Thank you. 

Mrs. Harpen. Our next witness is Rear Adm. Morton L. Ring, of 
the Office of the Special Assistant to the Se cretary of Defense 

Admiral Rina. May I introduce, Madam Chairman, Vincent 
Tolino, of the Disposal Division of the Office of Supply; Lieutenant 
Commander Pusey, of the Office of Navy Materiel; Major Sullinger, 
who is Chief of the Disposal Division, G-4, of the Army General 
Staff. 

Mrs. Harpen. Will you please take the oath. 

Do you solemnly swear or affirm that the testimony which you 
will give in this hearing will be the truth, the whole truth and nothing 
but the truth, so help you God? 

Admiral Rina. I do. 


1 See hearings before a House subcommittee of the Committee on Expenditures in the Executive De- 


partments, Field Conferences on Federal Supply Management, August 18-21, 25, and 26, 1952, p. 377 
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Mr. Tourno. I do. 

Lieutenant Commander Pusey. I do. 

Major Suutuincer. I do. 

Mrs. Harpen. You may proceed, Admiral Ring. 
Admiral Ringe. Thank you, Mrs. Harden. 


FURTHER TESTIMONY OF REAL ADM. MORTON L. RING, SUPPLY 
CORPS STAFF OF THE OFFICE OF THE SECRETARY OF DEFENSE; 
ACCOMPANIED BY VINCENT TOLINO, DISPOSAL DIVISION OF 
THE OFFICE OF SUPPLY; LT. COMDR. C. C. PUSEY, OFFICE OF 
NAVY MATERIEL; AND MAJ. CARL SULLINGER, CHIEF OF THE 
DISPOSAL DIVISION, G-4, OF THE ARMY GENERAL STAFF 


Admiral Rine. My name is Morton L. Ring, R-i-n-g, Supply Corps, 
United States Navy, Retired, Office of the Secretary of Defense. 

Madam Chairman and gentlemen, it is my privilege to discuss with 
you the activities of the Department of Defense regarding scrap metal 
and the policy governing its disposal. 

The present Department of Defense policy concerning the disposal 
of scrap metals can be traced to events which took place in the early 
months following the outbreak of the war in Korea. 

Prior to the Korean conflict, the military departments were engaged 
in a vast disposal program and the disposition of scrap was a routine 
matter of small consequence in relation to the overall personal property 
surplus problems. 

After Korea, the Secretary of Defense reaffirmed the policy govern- 
ing demilitarization of materiel and directed that all military agencies 
engaged in direct disposal of surplus arms, ammunition, and imple- 
ments of war would take necessary action, prior to any sale, to insure 
that sufficient demilitarization was effected to preclude the recondi- 
tioning of the equipment as usable or salable arms, ammunition, and 
implements of war. 

This meant a scrapping operation which pertained to all equipment 
contained in Presidential Proclamation 2776, published March 26, 
1948. The materiel falling under this proclamation includes tanks, 
weapons, artillery pieces, vessels of war, aircraft and miscellaneous 
equipment of a military nature. 

The demilitarization of this materiel proved to be a time consuming 
and expensive operation. It required manpower to cut up or crush 
the war materiel. It required cutting and other necessary allied 
equipment to do the job. The program has continued in effect and 
is being complied with by each of the military departments. 

To defer expenses of demilitarization, transportation and prepara- 
tion, Congress authorized each military department to use up to 
$10,000,000 of the returns received from the sale of scrap and salvage 
materiels for the fiscal year 1953. Thus, the funds used for this pro- 
gram are made available from the proceeds received through sale of 
scrap and salvage materiel, and are not appropriated. The proposed 
bill which would permit continuance of this fund for fiscal year 1954 
is contained in section 622, H. R. 5969, which is the Department of 
Defense Appropriations Act of 1954. 

In early 1951, the regulations of the National Production Authority 
and the Office of Price Stabilization became binding on the Depart- 








COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 1029 


ment of Defense. These regulations were directed at obtaining max- 
imum segregation and preparation of scrap and provided premium 
prices for scrap so processed. 

Ferrous scrap was graded in the various categories such as No. 
or 2 bundles, busheling, heavy melting, mac -hine shop turnings a 
borings. Premium prices were paid where the maximum segregation 
and preparation was accomplished. 

Unprepared or mixed scrap brought the Government a much less 
return, and subsequently a full margin of profit to the buyer of 
unprepared scrap who would properly prepare the scrap before it 
was again sold and thus realize an appreciable margin of profit. 

Strangely enough, however, the Department of Defense was urged 
to process and prepare its scrap not only by the Office of Price 
Stabilization and the National Production Authority but by the 
buyers themselves who were handling the scrap and who had expanded 
far beyond their normal capacity. 

In line with this, the National Production Authority through its 
regulations required maximum segregation, preparation and general 
classification of scrap. Thus, the military departments, lacking the 
experienced personnel, complied with these directives as best they 
could. 

The Iron and Steel Institute, and the Association of Waste Materials 
Dealers, made available to the Department of Defense the names of 
several hundred men who had been inducted into the service and who 
had years of experience in the scrap industry. ‘They urged that use 
be made of these men to prepare, process, and segregate military 
generated scrap, for after Korea, scrap was most critical and the end 
justified the means. 

In the summer of 1951, the Nation found itself in a critical scrap 
shortage. The Department of Defense joined in the national drive 
for scrap by initiating a worldwide ferrous scrap drive aimed at every 
military base, both at home and abroad. Seminars were conducted 
by the Iron ‘and Steel Institute and by the Association of Waste 
Materials Dealers to inform and assist the military departments in the 
segregation of scrap. Survey teams, consisting of Munitions Board 
personnel, scrap experts of the National Production Authority, and 
the military departments, made extensive trips throughout the 
United States in an effort to promote the generation of scrap. 

During the first 6 months of the drive, June through December 1951, 
the military departments sold more than 180,000 tons of ferrous scrap. 
Sales for the first 6 months of 1952 rose to 235,000 tons plus. For the 
last 6 months of 1952 sales increased to 261,517 tons and for the first 
6 months of this year sale of ferrous scrap will surpass 230,000 tons. 

To make such quantities of scrap available to the economy over the 
past several years, the Department of Defense was required by the 
National Production Authority and the Office of Defense Mobilization 
to return all military owned scrap from overseas, regardless of costs 
incurred. This policy was imposed because of the ‘critical scrap short- 
age which existed. However, now the policy will be severely altered 
since the shortage has more or less expended itself. 

In line with NPA directives, maximum segregation of scrap was 
urged and everything possible was done to promote conservation 
measures veake © h temperature alloys, nickel, columbium and 
other vitally critical laa were recovered. 
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To accomplish this, use of some equipment was necessary. Mag- 
nets, shearers, and balers were already available to some extent. 
Equipment was moved to those locations where, because of the in- 
creased activities, it was most needed. Additional equipment to 
accomplish the job was authorized to be purchased from appropriated 
funds by the military departments to some extent at the installation 
level. In some cases improvised equipment was used to do the job. 

It is apparent that although the national scrap drive was terminated 
a year ago, the generation and sale of military scrap has remained at 
a constant pitch over the past 2 years. Thus, as the scrap situation 
eased nationally and the resulting lag was felt in the dealers’ yards, 
the military scrap program has continued at the same rate. 

Perhaps today the procurement of some equipment at various instal- 
lations no longer can be justified but this does not mean that disposal 
should be made of the equipment already on hand simply because the 
scrap industry at this time is operating at less than capacity. 

Today, the Department of the Army is making a complete study in 
the field of scrap operations and the basis for retention of that equip- 
ment in use at the various Army installations. The investigation will 
make available an inventory of all scrap- processing equipment. It 
will also provide figures as to the yearly generation of scrap at each 
installation so that a determination may be made, based on estab- 
lished criteria, as to whether or not use of the equipment is justified. 

In order to establish a sound criterion, all the costs of operation, 
both direct and hidden, administrative charges, and depreciation fac- 
tors will be considered. Purchase and control of scrap-processing 
equipment will then be controlled from a central departmental office. 

The Department of the Navy is in the process of completing an 
inventory of scrap recovery and handling equipment and has already 
established criteria whereby sound justification can be made for or 
against procurement of such equipment. As a result of this program, 
the Navy will be able to determine where equipment should be re- 
placed, transferred, or installed. If the committee wishes, there is a 
representative of the Navy here who can further discuss this plan and 
procedure. 

The Department of Defense has no intention of permitting use of 
expensive equipment where it is not justified. It is entirely possible 
that after all the facts are considered a shifting of balers, or other scrap- 
processing equipment, will be necessary 

The Department of Defense sells ye arly less than 1 percent of the 
purchased scrap consumed by the Nation each year. Of this only a 
fraction is baled scrap. Almost all military-generated scrap is sold 
on an “as is, where is’ basis, or at least on an f. o. b. car basis. It is 
interesting to note that the Department of the Army disposed of more 
than 95 percent of its generated ferrous scrap, 260,000 tons, on an 
“as is, where is’’ basis, which is not baled, during fiscal year 1953, most 
of it being heavy-type scrap. Normally, scrap generated at military 
installations is offered by invitation to bid to interested dealers on an 
indefinite-quantity basis for a specific period of time. 

Every industrial generator of scrap practices a moneywise salvage 
program in order to recoup some of the losses which are incurred in a 
normal production operation. Conservation of materials is encour- 
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aged at every turn. No sound business will endorse a disposal opera- 
tion just for the disposal action itself. The greatest return possible 
is encouraged, and, as taxpayers, the people of the United States also 
expect the Government to practice as sound an operating program as 
private industry. 

The committee may rest assured that the continued utilization of 
equipment we now have, and the acquisition of additional equipment, 
will be governed by proper criteria. The Government is not now 
making, nor will it make, any large-scale effort to compete with the 
normal scrap-processing activities in industry. 

I have brought along with me members of my staff, and of the 
military departments, and we will be most happy to answer any 
question which the subcommittee may wish to ask. ; 

That concludes my statement. 

Mrs. Harpen. Admiral Ring, would you please furnish the com- 
mittee with information as to the location, capacity, and other essential 
information on the scrap- and steel-processing plants? The staff will 
give you a draft of a form to be used. 

Admiral Rina. I will be happy to, Madam Chairman. May I ask 
that I be permitted to furnish that after the Army Department and 
the Navy Department have completed the inventories which will be 
within, I think, a few weeks? 

Major SuuuinGcer. It would take a few weeks to develop that 
information. 

Admiral Rina. I will furnish that to the committee. I would 
prefer to give you the accurate inventory figures. 

Mrs. Harpen. Thank you. 

(The information above referred to, to be furnished by Admiral 
Ring, is as follows:) 

ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., October 15, 1958 
Hon. Crecin M. Harpen, 
Chairman, Subcommittee on Intergovernmental Relations, 
Committee on Government Operations, 
House of Representatives. 

Dear Mrs. Harpen: The Department of Defense has been conducting a study 
into the use of metal scrap processing equipment such as balers and shears by 
the military departments. By analyzing data which have been made available 
for the study, we hope to arrive at a suitable criteria which will enable each 
military department to determine where such equipment should be retained, 
replaced, or installed. This determination will be based on the cost of the 
equipment involved, the amount of scrap generated, and the overall costs in 
curred in the use of the equipment._ 

Since the study is not yet completed, a final report cannot be made at this time. 
However, the listing of military balers and shears, their age and the condition of 
the equipment, is available and is forwarded for your information. The com- 
pleted study together with report of the actions taken by the Department of 
Defense to correct any inequities in the use of the equipment will be made avail- 
able to your subcommittee as soon as it is completed. 

Sincerely yours, 
C. §. THomas 








1032 COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 





Inventory of ferrous processing equipment, Department of the Navy, fiscal year 1958 


Physica] 


Installation Location Type of equipment Age condi- 
tion! 
Naval Supply Center .| Norfolk, Va Press, baling, metal, Navy | 4 years__ | G 
= . manufacture 
Shears, alligator, portable, | 15 years G 


Canton No. 1, manu- 
facturer, Hill-Acme. | | 
Shears, alligator, portable, .do_. G 
Canton No. 2, manu- 
facturer, Hill-Acme. } | 
San Francisco Naval Ship- | San Francisco, Calif Shears, manufactured by | 10 years | G 




















vard. Doelger & Kirsten, | | 
r | j model 24. | 
U. 8. Naval Supply Center_| Oakland, Calif........| Shear, alligator, manu- |..... do... G 
_ facturer, Doelger & Kir- | | 
sten, Inc. | 
Shear, alligator, manufac- | 8 years______| G 
turer, Doelger & Kir- | 
| ten, Inc | 
U. 8. Naval Air Station....| Jacksonville, Fla Metal cutting shear, No. iq MO... a 
; 3, manufacturer, Doel- 
ger & Kirsten. | 
Metal cutting shear, Can- |.....do_. G 
| ton, manufacturer, Hill- | | 
| Acme Co. 
Norfolk Naval Shipyard | Portsmouth, Va The Canton Foundry & | 23 years. | F 
| Machine Co., No. 23- 
j A-5, shears 
No. 1, gas, Doelger & | 1 year | E 
Kirsten, shear. 
U. 8. Naval Magazine Port Chicago, Calif. . Baler 2 years__ a 
U. 8. Naval Ammunition | Mare Island, Vallejo, | Bliss punch press.........| 8 years__.. G 
yepot. Calif. | 
Dey | Vertical hydraulic press 12 years... G 
U. 8. Naval Ammunition | Hawthorne, Nev | Dempster baling press, | 9 years...._- F 
Depot. | | model No. 275. 
| | Hill-Acme Co., Canton | 1 year_....__} E 
| No. 22A, shears. | 
Naval Supply Depot | Mechanicsburg, Pa Model 113-P, Logemann, | 74 years __ G 
press, | 
| Hill-Acme (Canton divi- -do_. | a 
| | sion) shears, model 4586, | 
U. 8. Naval Ammunition | McAlester, Okla. | Press, metal, model 125, | 8 years. | G 
Depot. | | Dempster, manufactur- | 
| er, Dempster Bros., Inc., | 
Knoxville, Tenn. 
Shear, metal, manufactur- | Not  avail- G 
er, Canton Foundry & able. 
Machine Co., Cleve- 
land, Ohio. 
| Press, metal, model 275, | Purchased 
| Dempster, manufactur- 1953. | 
er, Dempster Bros., Inc., | 
Knoxville, Tenn. 
Portsmouth Naval Ship- | Portsmouth, N. H....| Shear, alligator, No. 2%, | 10 years._-- F 
yard. low-knife. 
U. 8. Naval Air Station San Diego 35, Calif....| Shearing machine, manu- | 12 years. G 
facturer, Canton Foun- 
dry & Machine Co., | 
No. 1. 
Pressure baler, manufac- | 9 years. G 
turer, Economy Baling | 
|} & Press Co., model 
| 1016F. 
Pudget Sound Naval Ship- | Bremerton, Wash..__- Shears, squaring, manu- | 8 years._.__. G 
yard. factured by Canton 
Foundry & Machine 
Co., model WB-2-hr, 
size No. 2, 74% horse- 
power, General Electric 
} motor. 
U. 8. Naval Air Station....| Corpus Christi, Tex... Metal baler, economy, | 10 years. -___- F 
| model 1218F. 
| No. 4 shears, Doelger & | 11 years. F 
Kirsten. | | 
Shears.... Gidicnawe tae icscnchl F 


1 E, excellent; G, good; F, fair. 
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Inventory of ferrous processing equipment, Department of the Navy, fiscal year 
1958——-Continued 


Installation Location l'ype of equipment Ave cond 


1 Air Station Quonset Point, R. I Shear, tin, 44 capacity, 9 years ( 
36-inch throat 
irleston Naval ¥Ship- | Charleston, S. C Alligator shear, No. 24%, 11 year I 
ard manufactured by Doel 
ger & Kirsten, Inc 
model H2L-30RH 
Island ioe ..| South Carolina Machine, metal baling, | 1 year I 
model 125-S-1, Demp- 
ter-Balester, serial No 
219 
Beach Naval Ship- | Long Beach, Calif Shear. alligator, manufac- | 6 montl I 
1 turer, Doelger & Kir- 
ten, Milwaukee, Wis., 
model No. 1 (portable 
Shear, alligator, manufac- | 8 year G 
turer, Doelger & Kir 
ten, Milwaukee, Wi 
nodel No. 3 (statio 


Press, vertical, hydraulic, 7 yea! F 
manufacturer, Willian 
White & Co., Moline, 
Ill., serial C-1661 


ICAS, Cherry Point. North Carolina Powel I I ( 


€ n 


4 . 4nvOor v 
Foundry & Mechanical 
Co., model No 

Power shears, Hill Acme 





Co., model No, 1-A 
i] New York A lligator hear, WVoelger 1l years I 


& Kirsten, Inc., model 





sval Statior Key West, Fla Alligator hear model | 1 ars 
CFILAIR, serial 44135, 
capacity l-inch round 
mill teel, lanufac- 
turer, Hill Acme Co 
val Air Station Pensacola, Fla Automatic paper baling | 8 months I 
ress, model 2652, East 
‘hicago Machine Tool 
Corp 
Metal shearing machine de 
nodel B2124RH, I 
fe Kirsten, Inc 
Metal shearing machine, do I 
model 4-36 HK-RH, 
Doelger-Kirsten, Inc 
Naval Ammunition | Crane, Ind Baler, Dempster, model | 10 years Poor 
Depot. 75 


I 
} 
{ 





shears, Doelger-Kirsten, lo G 
No. 24% 
Naval Ammunition Depot Hastings, Nebr.... Demster Balester, model le } 
275, serial 310 
S. Naval Station San Diego, Calif Doelger & Kirsten, No 10... G 
344, model No. 6017 
Doelger & Kirsten, No. 10.. G 
244, model No. 6061 
Marine Corps Air | El Toro, Calif. Metal sheet and plate | 8 year G 
Station. shear, Canton, with 48 
inch knives 
U.S. Marine Corps Supply | Barstow, Calif Scrap metal press, Econ 244 year G 
Annex, omy Baler ¢ , An 
Arbor, Mich., model 
1030-X4 
Camp Pendleton California Baling metal press, | 2 year G 
Mask Manufacturing 
Co., model T¢ 5 


E, excellent: G,’good; F. fair. 


35810—54—pt. 3——_5 
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Inventory of ferrous processing equipment, Department of the Army, fiscal year 
1953 


Installation 


Tooele Ordnance Depot-. 


] 


Ber 3 Arsenal nckeunee 


1c) 


Mount Rainier 
Depot 
ierra Ord 


Ordnanes 


8 


unce Depot-.- 


Ogden Arsenal on 
Utah General Depot 
Umatilla Or ance Depot 


Navaho Or Depot 


Black 


pot. 


Hil yrananct 


Pueblo Ordnance De] 


Jeffersonville Quarterma 
ter Depot 


Springfield Armory 


1E, excellent; 
3 Poor. 


Loc 


ation 


Tooele, Utah. 


Benicia, Calif_. 


Tacoma, Wash.. 


| Herlong, Calif... 


Ogden, Utah. 


Umatilla, 


FI 


vgstaff, 


Oreg 


Ariz 


Pueblo, Colo 


Jefferson ville, Ind 


| Machine, 


Type of equipment 


Machine, baler, scrap 
metal, Dempster Serial 
176 

baler, 


scrap 


metal, Logemann Hy- 
draulic, 113-P. 

| Machine, baler, scrap 
metal, Dempster, Hy- | 


draulic 


Metal-scrap baler, Demp- | 


OF 


ster, model 1 
64. 

Metal Press, Mosely Ma- 
chinery Co., TC-30A. 


Metal shears, Canton No . 


55, Hill-Acme 
Cleveland, Ohio. 
Metal press, Mosley TC 
35, Mosley Machinery 
Co., Waco, Tex. 
Press, metal-baling, 
draulic, gasoline-engine 
driven, Dempster Bros 
model 125, bale size 16 


Co. 


Serial | 


hy- | 


by 11 by 13 inches, motor | 


serial JB K1843Z6 
Shears, metal-cutting, 24- 
inch blade, l-inch ca- 
pacity, electric-motor 
driven, Doelger-Kirsten 
Co. type 2330, serial 
R401848 
Metal press, 
model 27 
438 
Shear (too small for 
parit heavy 
used for cable cutting 
only for reduction of 
nonferrous metal 
Hurdly & 
No. 2, serial NA. 
Metal press Dempster 
Balester, model 128-85 
CD, serial No. 215; ea- 


Dempster, 
55, serial 
pre- 


(t 
g scrap, 


pacity: 12 gross tons per 
8-hour day 
66-P-NS press, baling, 


scrap metal, Dempster 
Balester, type H 
model 128-5-1, serial No 
212, motor No. 1484577, 
and skip pan loader. 

Metal press, Dempster 
Bros., model 5, 
type D, serial No. 191, 
engine serial No. UBK- 
8827 


5 


125-S 


| Metal press, Harris, mod- 


el No 


none, 


2A, serial No. 


| Metal press, Dempster, 


model No. 125 AS-1- 
CD, type D, serial No. 
1235 

Alligator shears, manufac- 
turer, Buffalo Forge, 
model No. 9, serial No. 
40Z-—4106, maximum Cca- 
pacity, 10 tons. 


No. | 


Whitmore | 


Age 


8 years.... 


cians 


3% years_. 


9 years 


6 months.- 


15 years. 


3% years 


10 years_.-. 


6 years. 


1 year 


10 years 


1 year 


144 years 


2 years 


10 years 


New 


13% years_. 


Physical 
condi- 


| tion! 


° G 


‘ (2) 


ie 


Poor. 
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ar Inventory of ferrous processing equipment, Department of the Army, fiscal year 
1958—Continued 

















| j } 
nal | | Physical 
1- Installation Location | Type of equipment | Age cond 
1 tion! 
Louisiana Ordnance Plant..| Shreveport, La 3aler, hydraulic, manu- | 8 years F 
facturer, Dempster, 
model No, 124, serial No 
| 100, maximum capacity, 
| 8 ton 
Ravenna Arsenal Apco, Ohio Baler, manufacturer, | 11 months...} E 
Dempster, model No 
128, serial No. 216, maxi 
mum capacity, 12 gross 
| tons 
Watervliet Arsenal Watervliet, N. Y Shear, Hilton-Acme Co., | 6 years G 
manufacturer, model 
No. Canton, serial No 
4411, maximum capac- | 
ity, 3 gross tons 
4 berdeen Proving Ground Aberdeen, Md Alligator shears, manu 3 years. Ga 
facturer, Doelger, Kir 
sten, model No. 2 w/313« 
motor, serial No. 4514 
maximum capacity 15 
tons 
ck Island Arsenal Rock Island, Ill Alligator shears, manu 33 years F 
facturer Canton Found , 
ry & Machine, model 
24-inch blade, serial No 
N. A., maximum capac- 
ty, 15 tor 
Fort Belvoir Fort Belvoir, Va Shear Candor model | New E 
22A, serial 531269 
Metal press, Dempster 
Balester type Hs 
mode! 128—5-1-—C D (item 
is being procured), ca 
pacity, 12 to 
Lordstown Ordnance De Warren, Ohio Pre 10 year G 
pot ture! 
Co.. Ann 
nodel No 
serial N« 
ty 8-hour day: 3 tons 
Atlanta General Depot Atlanta, Ga Metal press manufac 12 months I 
turer, Moseley Machin- 
ery Co Waco, Tex 
model N TC-—AO-A 
serial No. T’'C-50-357 
52-1 maximum capac 
per 8-hour day: 25 
Anniston Ordnance Depot Anniston, Ala Metal pr iT month } 
hears, | vy, metal cut 8 yea G 
t 
I ] tal cut 8 years Ga 
tin 
Ez Infantry Center, Fort Ben- | Fort Benning, Ga Metal pre 1414 months E 
r, ra turer Lt } Ler 
Kn 
No. 128 1-CD erial 
No. 210, type H. 8 
rT maximum 1 city 5 
urd l ton 
August Arsenal ; Augusta, Ga...... Shears, Doel & Kirsten,! 16 year I 
E In Milwaukee, Wis 
N erial No 
2 iX1 apacit 
8-! d tons 
G 


1 E, excellent; E, good; E, fair. 
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Inventory of ferrous processing equipment, Department of the Air Force, fiscal 
year 1958 


Ke 


Castle AFB 





Installatior Loca 


nker AFB Oklahoma Cit 
AFB Texas 
AFI Ogden, Ut 


Lynn, Ma 


AFB... ...| Eglin Air } 
Fla 


1 E, excellent; G, good; F, fair. 


Ok 


Marietta, G 


Type of equipment 


capacity 7,000 pounds, 


Dempster 
erial No. 79, 
7,000 pound 





Dempster, 
rial No. 80, 
maximum capacity, 8S 





1Ximum capacity 
mm pounds per 8-hour 


Met press, Economy, 


1030—F rial Ne 


irs, Cincinnati Mani 
ucturing C¢ model 
Ne ISO¢ serial No 
22463, capacity not 
ivailabl 

1ears-Doelger & Kirsten, 
Inc., model No. 21/2 
serial No. H2L30RH 
USAT Ni 


124591, 

capacity 10 gross tons 
Ly 

press, Dempster 





s., model No. 125, 

serial No. 59, capacity 1 
gross ton per day 

Metal press, Logerman 
Bros. Co., model No 

123-P-84, serial No 

12020, 4 gross tons heavy 

or 8 gross tons light per 

day 

8100-N L48000 shear metal- 
cutting No. 4, Mil- 
waukee, 30-inch low- 
knife, right-hand, con- 
tinuous-running type, 
heavy-duty Milwaukee 
teel aligator shear, with 
Alemite system, 
wrenches, 1 extra set of 
0-inch blades, 1 extra 
set of blade bolts, and 
40 horsepower, 3 phase, 
60 cycle, 220/440 volt 
1150 revolutions per 
minute, standard-type 
ball-bearing motor, with 
rails, sheave, V-belts, 
and manually operated 
compensator, equal to 
Allen-Bradley Bulletin 
No. 640, Doelger & Kirs- 
ten, Inc., 3015-3057 West 
Chambers 8t., Milwau- 
kee, Wis. Model, none; 
serial No., none. 

Metal press, Dempster 
Bro., Inc., model 125. 





do 


9 years 


Unknown 


4 years 


1l years 


10 years 


11 years 


9 month 


9 years. 
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AssIsTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., November 30, 1958. 
Hon. Cecin M. HaARrpeEn, 

Chairman, Subcommittee on Intergovernmental Relations, 


Committee on Government Operations, House of Representatives. 


Dear Mrs. HarpeEn: This is to advise the current status of Department of 
Defense actions pertaining to the ferrous metal scrap processing operations 
being performed by the military departments. 

\ copy of a memorandum with attachments, which was forwarded to the 

litary departments requesting that an analysis and evaluation of these opera- 

ms be conducted prior to January 8, 1954, is included herewith as enclosure 1. 

There is also attached, as enclosure 2, a listing of the quantity of ferrous metal 

rap generated during fiscal vear 1953 at installations where balers, presses, or 

ears were available. This information will supplement the inventory of this 

iipment forwarded on October 15, 1953. 

Further information with respect to the status of the ferrous metal scrap 
processing operations will be made available promptly after a review of the 
analyses made by the military departments. 

Sincerely yours, 
tT. P. Pres, 
Deputy Assistant Secretary of Defense. 


AssIsTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., November 19, 1953 
Memorandum for: The Assistant Secretary of the Army (Materiel). 
The Assistant Secretary of the Navy. 
The Assistant Secretary of the Air Force (Materiel 
Subject: Ferrous metal scrap processing. 
Reference: (a) Memorandum, dated August 27, 1953, subject, Report on Ferrous 
Metal Scrap Processing. Report Control Symbol DD-S & L (OT) 236. 

1. The processing of ferrous metal scrap by the military services is under protest 
by the serap iron and steel industry and under investigation by subcommittees of 
the Congress. This operation is one in the general area where the principle of 
Government competition with private enterprise is involved. 

2. Further, a review of the information contained in the reports transmitted 
in accordance with reference (a) generally indicates that the quantity of scrap 
processed does not justify the utilization of major processing equipment. 

3. Accordingly, and on the basis of the policy and conditions prescribed in the 
enclosed copy of a directive which is awaiting the signature of the Secretary of 
Defense, it is requested that a prompt analysis be made of the ferrous metal scrap 
processing operations where balers, presses, and shears are being used. Pending 
the results of the analysis, all actions to purchase additional new equipment or 
replacement equipment will be held in abeyance. However, any requirements for 
equipment may be met through redistribution among the military services. 

4. Results of the analysis are requested by January 8, 1954. Your reply should 
indicate the activities which will discontinue processing ferrous metal scrap and 
those which you determine must be continued. For each of the processing opera- 
tions to be discontinued, indicate the date of discontinuance and the equipment 
which will be available for disposition. In each instance where it is determined to 
be essential to continue the operations, under one or more of the conditions 
prescribed in the enclosed copy of a directive, furnish full justification and factual 
supporting data which will withstand a most critical analysis. In instances 
where the factor of substantial savings to the Government is a basis for justifying 
continued operations, the Statement of Costs of Processing Ferrous Scrap for 
Year Ended 30 June 1953, enclosure 2, will be prepared in accordance with the 
instruction sheet. Reports Control Symbol DD-S & L (OT) 258 is assigned to 
the reporting requirement of this report. 

5. Information contained in the reports previously submitted has been for- 
warded to the Intergovernmental Relations Subcommittee of the House of 
Representatives Committee on Government Operations. Upon receipt of your 
analysis, a supplemental report concerning the status of the ferrous metal scrap 
processing operations will be made available to the same subcommittee. 

C, 8. THomas 
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NOVEMBER 24, 1953. 
No. 4100.15 


DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: Commercial and industrial type facilities. 
Reference: DoD Directive 4000.8, November 17, 1952. 


I. PURPOSE 


The purpose of this directive is to establish the Department of Defense policy 
with respect to the ownership and operation of commercial and industrial type 
facilities. 

II, DEFINITION 


As used in this directive, commercial or industrial type facilities are those 
devoted to an activity which normally might be performed by private industry 
except commissaries, post exchanges, and n nappropriated fund activities. 


’ 


III POLICY \ND CRITERIA 





artment of Defense supports the basic principle that free competitive 
enterprise should be fostered by Government. Therefore, privately owned or 
Government-owned and privately operated commercial and industrial type 
facilities will be used by the Department of Defense to the greatest extent prac- 
e basic military necessity for integrated, self-sustaining 
units resp ve to command and the necessity for operating anywhere in the 
world It is the policy of the Department of Defense not to engage in the opera- 
tion of industrial or commercial type fa 


t 
tl 


cable recognizing 


ilities unless it can be demonstrated that 
lf to perform the required work or service. 
Those factors which would justify the continued use of, or the establishment of 
Government-owned commercial or industrial type activities are as follows: 

(a) The absence of private facilities of sufficient capacity located within a 
reasonable distance from the point of demand. This may be particularly appli- 
cable in isolated areas. However, the possibility of inducing private industry to 
undertake the operation must be examined. 


( 
it is necessary for the Government itself 





b) Substantial savings to the Government resulting from performance at a 
Government facility, provided that the true cost basis must be used in evaluating 
Government operations, including all allocable items of overhead and personnel. 

(c) The necessity for meeting the military demand at all times without delay, 
particularly where abnormal or fluctuating military demand discourages private 
investment, with 


t at the current or mobilization need cannot be met. 
(7) The need for training military personnel for advance base or overseas 
operations where private sources will not be available for the particular work or 
Service 


he result tl 


(e) In connection with certain operations, the necessity for complete command 


control in order to avoid compromise of highly classified security information. 

(f) The necessity for protection of installations and personnel in areas of unusu- 
ally hazardous operations 

g) The necessity for the complete demilitarization prior to final disposal of 





certain types of military equipment 
(h) Any other factor clearly demonstrating a particular Government operation 


to be in the p iblic interest 


IV 
This directive is effective immediately and all previous instructions not 
consistent herewith are accordingly modified. 
C. E. Wison, 
Secretary of Defense. 
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INSTRUCTIONS FOR PREPARATION OF STATEMENT OF Costs OF PROCESSING 
Frrrous Scrap 


Line 1: Respective quantities shall be the actual tons produced during fiscal 
ear 1953. 

Line 2: Amounts shall be the revenue received from the sale of tonnages stated 

line No. 1 plus the current market price of such tonnages unsold at the prep- 
aration date of this statement. 

Line 3: Amounts used herein shall represent the market value of respective 

nnages stated on line No. 1 prior to processing operations. 

Line 6: Insert amounts stated on line No. 26. 

Line 7: Ten percent of acquisition cost, or engineering estimate thereof if 

quisition cost data is not available, except that no amount shall be stated for 
equipment acquired prior to June 30, 1943. When equipment was acquired 
prior to June 30, 1943, see requirements for line No. 27. 

Line 8: Prorata share of annual depreciation expense of each machine (except 
) baling equipment accounted for on line No. 7) allocable to these respective opera- 
tions. The annual amount of depreciation for each machine shall be 10 percent 
f acquisition cost, or engineering estimate thereof if acquisition cost data is not 
ivailable, except that no amount shall be stated for equipment acquired prior to 
June 30, 1943. Allocation shall be based upon percentage of available time 

d for such operations. 

Line 11: Amounts stated hereinunder shall be actual costs accrued during 
fiscal year 1953, or reasonable estimates in the absence of available supporting 
; records, even though actual payment therefor may have been accomplished at 
later date. 

Line 12: In accordance with respective captions, the amounts stated on lines 
No. 18, No. 14, and No. 15, shall include applicable gross payroll amounts of both 
military and/or civilian personnel exclusive of leave retirement and disability 
allowances otherwise provided for on line No. 18 

Line 17: Amounts stated herein shall include the pro rata share of the applicable 
gross payroll amounts of military and/or civilian personnel associated with the 


shop department responsible for such scrap-processing operations 
; Line 18: Nineteen percent of total of lines No. 13, No. 14, No. 15, and No. 17, 
The factor of 19 percent includes 16 percent as the allowance for annual, sick 
. and holiday leave allowances, and 3 percent as the allowance for retirement and 
. lisability benefits._ 
; Lines 19, 20, 21, 22, and 23: Respective actual amounts chargeable to the 
operations during fiscal year 1953 
: Line 24: Twenty-five percent of the total of lines No. 7 and No. 8. The 
approximate average interest rate of 24% percent applicable to the Government’s 
: public indebtedness is the basis of the formula for determining the amounts to 
, be inserted on this line. 
Line 25: Reasonable pro rata share of administrative expense (not otherwise 
1 included) at headquarters of the field activity where such processing operations 
are located. 
‘ Line 26: Total of lines No. 13 to No. 26 inclusive. 
Line 27: Insert self-explanatory amounts in spaces provided or “none’’ which- 
f ever is applicable. 
) 





Department of the 


STATEMENT 


SUMMARY 


Income from ferrous scrap processed 
Market value before processing 
Income earned from processing operations 


Less cost of processing operations 
Labor and other expenses per details below- 
Depreciation, baler equipment 

I | 
Depreciation, other equipment 
Total costs of processing operations - - - 


EXPENSES 
Direct labor: 
Shearing 
Indirect expenses 
Supervision and other employee services. 
‘and other allowances 


ravel and per diem 


tility services 


Equipment maintenance and repairs 


Interest on equipment investment 
administrative 


Footnote: 


ler equipme! 
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id location of installation 


(Service) 


from operations (line 


P ‘of " field 


(lines 


2 


Processinc Ferrous Scrap ror* YEAR ENDING 


Heavy 
scrap 
tons 


t still in use was acquired at the approximate cost of 
p processing operations) was acquired at an approx- 
nade to DD-S&L-(OT)236. 








GOVERNMENT 


Processing operations 
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DEPARTMENT OF DEFENSE 


‘ous metal scrap generated where balers, presses, or shears are installed. fiscal 
1953 F 


Gross tons 











































Unprepared Prepared 
Heavy | [deht | Heavy | Wi 
wele Ordnance Depot, Tooele, Utah 0 0 0 1% 
ia Arsenal, Benicia, Calif 63 0 68 1 
Mount Rainier Ordnance Depot, Tacoma, Wash 40 150 0 ) 
rra Ordnance Depot, Herlong, Calif 365 1, 544 95 "0 
Ogden Arsenal, Ogden, Utah 0 0 0 0 
tah General Depot, Ogden, Utah 279 370 480 Og 
Umatilla Ordnance Depot, Umatilla, Oreg 661 518 529 422 
ijo Ordnance Depot, Flagstaff, Ariz 1 265 2,184 800 
Black Hills Ordnance Depot, Igloo, S. Dak 457 1, 498 739 3 
ieblo Ordnance Depot, Pueblo, Colo 1, 500 750 0 g 
Jeffersonville Quartermaster Depot, Jeffersonville, Ind {50 530 ( 
Springfield Armory, Springfield, Mass 286 954 4 729 
yuisiana Ordnance Plant, Shreveport, La 479 0 ( 
tavenna Arsenal, Apco, Ohio 0 ( 40 
Vaterviiet Arsenal, Watervliet, N. Y 2, 873 1,111 
Aberdeen Proving Ground, Aberdeen, Md 1, 804 3 O46 
Rock Island Arsenal, Rock Island, Il 3, 335 800 ) 
wt Belvoir, Fort Belvoir, Va 457 0 0 
Lordstown Ordnance Depot, Warren, Ohio 58 0 99 32 
Atlanta General Depot, Atlanta, Ga 1, 207 446 1, 625 371 
Anniston Ordnance Depot, Anniston, Ala 3, 098 1, 015 2, 494 136 
I Infantry Center, Fort Benning, Ga 165 598 185 
Augusta Arsenal, Augusta, Ga 1100 25 219 
» il Supply Center, Norfolk, Va. (salvage yard 2, 54 1,112 1,142 868 
val Shipyard, San Francisco, Cali 2, 323 2, 665 2, 368 ) 
1 Supply Center, Oakland, Calif 14,017 553 1, 231 0 
val Air Station, Jacksonville, Fla a9 0 ( 620 
Norfolk Naval Shipyard, Portsmouth, Va. (salvage yard 1,172 2, 652 4, 847 2, 060 
Naval Magazine, Port Chicago, Calif 60 202 ) 9 
Naval Ammunition Depot, Mare Island jo, Calif 0 0 ) IR 
p il Ammunition Depot, Hawthorne, 0 0 ] ) 2 3 
Naval Supply Depot, Mechanicsburg, Pa 0 0 500 ”) 
Naval Ammunition Depot, McAlester, Okla 135 1,050 0 22 
P nouth Naval Shipyard, Portsmouth, N. H 160 0 982 0 
Naval Air Station, San Diego, Calif 0 8 ( 0 
Puget Sound Naval Shipyard, Bremerton, Wash.? 0 0 
Yaval Air Station, Corpus Christi, Tex | af) 5] 7 21 
ival Air Station, Quonset Point, R. I_- 0 0 ) 
ival Shipyard, Charleston, S. C 3, 397 674 2, 135 
Marine Corps Recruit Depot, Parris Island, 8. C 0 261 0 
N il Shipyard, Long Beach, Calif 1. 790 0 941 428 
Marine Corps Air Station, Cherry Point, N. C 364 0 0 136 
Naval Shipyard, New York, N. Y-. 7, RBA 1. 970 1, 60 0 
Naval Station, Key West, Fla 700 1) 0 0 
Naval Air Station, Pensacola, Fla RAG 120 0 
Naval Ammunition Depot, Crane, Ind ; 0 0 1, 500 2, 200 
Naval Ammunition Depot, Hastings, Nebr 313 0 2, 901 4, 327 
Naval Station, San Diego, Calif . 1, 5% 0 1, 532 
Marine Corps Air Station, E] Toro, Calif 100 0 0 
Marine Corps Supply Annex, Barstow, Calif 1, 539 0 19 
Marine Corps Supply Depot, Camp Pendleton, Calif 6 769 230) 
linker Air Force Base, Oklahoma City, Okla 1, 58s 273 0 l 
Kelly Air Force Base, San Antonio, Tex.-_. ( 0 0 0 
Hill Air Foree Base, Ogden, Utah R7¢ 653 0 40 
Wright-Patterson Air Force Base, Dayton, Ohio. 118 68 0 0 
Air Materiel Command 
Boeing Airplane Co., Wichita, Kans 263 0 703 235 
Ford Motor Co., Chicago, Il 0 0 1, 460 0 
General Electric Co., Lynn, Mass 0 45 0 0 
Lockheed Aircraft Corp., Marietta, Ga 0 548 209 74 
Eglin Air Force Base, Crestview, Fla 0 0 0 0 
Castle Air Force Base, Merced, Calif 100 0 0 29 


? Estimated. 
2 Shears used almost exclusively to process nonferrous scrap. Quantity of ferrous scrap processed 
negligible. 
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Mrs. Harpen. Admiral Ring, why did the Navy decide to discon- 
tinue operating the plant at Pensacola, Fla.? 

Mr. Hixxexson. I didn’t hear your question, Madam Chairman. 

Mrs. Harpen. Why did the Navy decide to discontinue operating 
the Navy plant at Pensacola, Fla.? 

Lieutenant Commander Pusry. We didn’t install it in the first 
place. It was bought under appropriated funds by the Naval Air 
Station at Pensacola, and the Navy itself found out that there wasn’t 
sufficient scrap, light baling scrap, being generated to warrant the 
installation, and during the inspection in January 1953, we so made 
that recommendation. 

Admiral Rina. I would like to point out, Mrs. Harden, as Com- 
mander Pusey says, while the baler in question was bought, it had 
never been installed, so it was a prevention rather than a discontinu- 
ance. 

Mrs. Harpen. The Institute of Scrap Iron and Steel makes this 
rather striking charge with respect to the operation of the Navy 
processing plant in the Norfolk area, and I should like to read from 
the Institute of Scrap Iron and Steel statement: 

An estimated total in the Norfolk area indicates the Navy has 8 times the equip- 
ment, 6 times the men, and 4 times the space that a private scrap operator would 
use in handling the entire Norfolk area yearly naval scrap tonnage in half the time. 

Would you care to comment on that? 

Admiral Ring. May I give that to Commander Pusey, also? 

Lieutenant Commander Pusry. We would like to have time to 
develop the charges on that to determine what the answer is. 

Mr. Meapvrer. Madam Chairman, would you yield to me at that 
point? 

Mrs. HarpEn. Yes. 

Mr. Mreaper. Were not a copy of the transcript of the committee 
hearing on July 9, 1953, and the prepared statement of Edward C. 
Barringer furnished to you shortly after that was presented to the 
committee? How about the hearing? 

Admiral Ringe. I have a copy of the hearing which I personally 
received, | think, day before yesterday. Unfortunately, I was away 
for a week before then. I do not know—— 

May I ask Mr. Tolino, when was this document first received, do 
you know? 

Mr. Toirno. The document was received by me in the middle of 
last week—I think it was Thursday. It was a courtesy copy that 
was sent up for information; it was not transmitted officially to me. 

Admiral Ring. I doubt that Commander Pusey, who was unable 
to answer the chairwoman’s question, has ever seen this document. 

Mr. Meaper. Madam Chairman, I had the impression that this 
series of hearings were called to give the military services and the 
Defense Department an opportunity to give their side of the story 
on this whole question of commercial and industrial type facilities. 

Mrs. Harpen. That is correct. 

Mr. Meaper. And I would think we should have a hearing after 
they have had an opportunity to review the charges and present 
what evidence they care to in giving either confirmatory or conflicting 
evidence on these points. 

Mr. Warp. Madam Chairman. 

Mrs. Harpen. Mr. Ward. 





DO 


y 


Vc ™ 
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Mr. Warp. Colonel Harden, do you know when the transcripts 
were taken to the Pentagon in connection with this hearing? 

Colonel HarpeEn. I suppose as to the scrap iron and steel we are 
somewhat at fault. I got the transcript from Mr. Ward the middle 
of last week. However, the original idea was that we would get the 
printed hearings and have a couple of weeks to prepare ourselves. 

The services, I think—in this case the Army—followed these hear- 
ings a little more closely than the Office of the Secretary of Defense, 
and it was my idea that the Army would probably handle the defense 
on this program. 

However, the Munitions Board, and now the Office of the Special 
\ssistant for Supply and Logistics has an interest in it, primarily on 
iron and steel, and Admiral Ring is the best qualified man to testify. 
He has not had the transcript but 3 or 4 days, however. 

Mr. Warp. But General Fenn got copies; did he not? 

Colonel HarpEN. | understand he got most of them. 

Mr. Meaper. Might I ask when this statement from Mr. Barringer 
was received? 

Mr. Warp. Just a few days ago, and it was not included in the 
hearing. That is not the statement that Mr. Barringer made at the 
hearing. 

Admiral Ring. The statement that was made just read—and | 
have read every word of Mr. Katz’ and Mr. Barringer’s July 9 
statement—was not in the July 9 hearing. That is why neither the 
present speaker nor the Navy witness can answer charges which we 
are hearing about for the first time. 

Mr. Meaper. Admiral Ring, in your statement which you have just 
read to the committee, do you cover all the points raised by the repre- 
sentatives of the Scrap Iron and Steel Institute that you feel merit 
some comment? 

Admiral Rine. I do not cover one point, Mr. Meader which | 
think might merit some comment. Mr. Barringer or Mr. Katz gave 
a break-even point with respect to scrap generation and as I recall 
the figure the break-even point was between 3,000 and 4,000 tons 
that you ought to have generated yearly to warrant the use of an 
expensive baler and that on a profit basis there should be between 
5,000 and 6,000 tons. 

I think there is one essential difference there because when a mili- 
tary installation generates scrap there isn’t any question of having to 
buy this serap for baling. The idea of scrap handling at a military 
installation is to get it back into the market and to keep the scrap 
yard reasonably clear. Consequently, while I know that there must 
be a point below which you could not justify the use of expensive baling 
equipment, I am not prepared to accept figures based on commerc ial 
practice where you must include the cost of buying the scrap in the 
first place as being the same figure that the military should use. I am 
not able yet to tell you what this point is and won’t be able to until 
after the inventory of equipment on hand and the estimate of yearly 
generation of scrap at each military installation is available. At that 
time I hope we can furnish such a figure. 

(See p. 1041.) 

Mr. Meaper. Do I understand that that is anticipated? 

Admiral Ringe. Within a few weeks. 

Mr. Meaper. Within a few weeks? 
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Admiral Rina. Yes, sir; the survey is presently in process. 

Mr. Meaper. When did you start the survey? 

Admiral Rina. Perhaps Major Sullinger can give you the answer to 
that one. 

Major Suttincer. The Army started ours less than a week ago 
We received our official notice on the 17th of July and based upon 
that we sent out the necessary directives to all installations to furnish 
cost accountings plus all the other information, inventory and other 
scrap generated at that installation. This represents a very small 
portion of our operation. 

Mr. Meaper. We might adjourn before the survey is completed if 
it is going to take several weeks. 

Mrs. Harpen. Is Mr. Tolino on your staff? 

Admiral Rinc. Mr. Tolino is on my staff and Lieutenant Com- 
mander Pusey is with the Navy and Major Sullinger is with G—4, the 
Department of the Army. 

Mrs. Harpen. Did Mr. Tolino attend the last hearing? 

Mr. Toxtno. I was there as a spectator for a part of the hearings 
in the morning when the testimony was given by Mr. Barringer and 
Mr. Katz. 

Mrs. Harpen. Are there any further questions, Mr. Meader? 

Mr. Meaper. I don’t know whether it is necessary to do it in public 
hearings, Madam Chairman, but I am very impressed by this state- 
ment that I see before me, a memorandum from Mr. Katz to Mr. 
Barringer referring to specific examples of what appear to be very 
inefficient operations, I believe that we ought to have the answer of 
the Defense Department to either confirm or deny or explain these 
instances of apparently very costly scrap operations. I would think 
that they ought to be given whatever time would be necessary to de- 
velop the facts on it, and having been furnished a copy of this state- 
ment, and also to make any further replies that they may care to. 

Admiral Rive. I think that the charges which were read by Mrs. 
Harden could probably be answered. This isa Navy matter. I am 
quite certain that the Navy Department can inspect the scrap opera- 
tions in the Norfolk area and give the committee a reply to that. We 
can handle that separately and apart from the few weeks’ time that 
we think it will take before we get the whole inventory in. 

Mr. Mraper. There is reference to Portsmouth also 

Admiral Rinc. That is the Norfolk area. I imagine that is the 
Norfolk Shipyard, and that is the only place where any quantity of 
scrap would be generated. It is in Portsmouth, Va. 

Mr. Meaper. How long do you think it would take to check these 
allegations so that you would be prepared to give the information 
to the committee, either in a memorandum or “perhaps at a public 
hearing. 

Admiral Rine. May I ask Commander Pusey to give me a guess on 
that? 

Lieutenant Commander Pusry. It would be purely a guess, but 
perhaps a week or 10 days. 

Admiral Rine. Let us say a week. 

(See appendix 12.) 

Mr. Meaper. I would like to suggest that we postpone further 
examination on these particular questions until they have had an 
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opportunity to see these statements made by the Scrap Institute and 
present the committee with the facts on their side of it. 

Mrs. Harpen. The suggestion is well taken, Mr. Meader. Do you 
have any questions, Mr. Hillelson? 

Mr. Hrutenson. Yes; I would agree with Mr. Meader. Admiral 
Ring, has the Navy, to your knowledge, purchased any presses in the 
ast year? 

\dmiral Rina. Yes, sir; I know of one that was purchased at 
Pensacola. Have there been any others, Commander Pusey? 

Lieutenant Commander Pusgy. Yes. 

Admiral Rinc. Commander Pusey says there have been others. 

Mr. Hriuetson. You said you knew no reason to continue with 
the serap drive, and yet by your own admission you still continue to 
buy presses; is that right? 

Admiral Rina. I do not think I said that. 

Lieutenant Commander Pusey. In some instances the Navy has 
had presses in operation for a number of years and the equipment is 
wearing out with normal operations and it needs to be replaced. 

Mr. Hitue~son. Even though there is no need for it? 

Lieutenant Commander Pusgy. Oh, yes, sir; the scrap is still being 
generated. 

Mr. Hititetson. How much did you pay for the presses. 

Lieutenant Commander Pusry. The presses will vary considerably 
in prices, but it runs around $25,000. 

Mr. Hituetson. Does the price go lower than that? 

Lieutenant Commander Pusry. They can go lower and over that. 
That would be an average figure. 

Mr. Hitie son. That was the one question I had. What is your 
name again, sir? 

Mr. Torino. My name is Tolino. 

Mr. Hititetson. You said you were appearing as a spectator. 

Mr. Toutno. I just happened to come on in. No one told me about 
the hearings and we heard about them a few minutes before they 
started. I dropped in on them. 

Mr. HitLetson. You are employed by the Navy Departme nt? 

Admiral Rinc. By the Office of the Secretary of Defense. To make 
my position clear, I represent the Secretary of Defense and not the 
Navy elabeeinn even though I wear a Navy uniform. 

Mr. Hitietson. But at any rate you could not say you were a 
spectator. You might say you were interested. 

Mr. Tourno. It is in the area of my interest and as such I repre- 
sented the Office of the Secretary of Defense at those hearings. 

Mr. Hitiexson. | have no objection, you understand. 

Mr. Totino. But I was not prepared to make any statement or 
comments in regard to Mr. Barringer’s statement at that time. 

Mr. Hituevson. Those were the two questions I had, Madam 
Chairman. 

Mrs. Harpen. Do you have any questions, Mr. Ward? 

Mr. Warp. When was the equipment bought for the Pensacola 
installation? 

Lieutenant Commander Pusry. I believe it was ordered for procure- 
ment in fiscal year 1951. I would have to check that. It took about 
a year to a year and a half for delivery to be consummated. 
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Mr. Warp. What bureau bought that? 

Lieutenant Commander Pusry. The Bureau of Aeronautics. 

Mr. Warp. Out of appropriated funds? 

Lieutenant Commander Pussy. That is right. 

Mr. Warp. And not out of the sale of surplus material? 

Lieutenant Commander Pusry. No. 

Mr. Warp. What criteria did they use in connection with that 
purchase? ; 

Lieutenant Commander Pusry. I could not develop any criteria. 
[ was only able to ascertain that based upon the amount of light scrap 
generated it did not appear feasible to install it. 

Mr. Warp. You mean they bought it before they had criteria 
justifying the purchase? 

Lieutenant Commander Pussy. I believe that is right. However, 
it is a difficult question to answer. I don’t know what criteria they 
used. If they had a criteria they could not present it to me at that 
time. 

Mr. Warp. At least it was not sufficient because the deal was 
overruled and the equipment was moved somewhere else. Where is 
the equipment now? 

Lieutenant Commander Pusry. The equipment has been trans- 
ferred to the Norfolk Naval Shipyard, Portsmouth, Va. 

Mr. Warp. Does the office of Mr. Creedon pass on the purchase 
of equipment of this kind? 

Admiral Rina. No. 

Mr. Warp. Doesn’t that come within 4000.8, Admiral Ring? 

Admiral Rina. I do not think so, Mr. Ward. 

Mr. Warp. The section we are dealing with, commercial and indus- 
trial type activities. 

Admiral Rina. I do not think that the purchase of a bale press 
would come within the criteria of 4000.8. It would seem to me that 
materials-handling equipment or any other type of equipment that 
you might need at an installation is not a public work as such and in 
general Mr. Creedon’s activities have been confined to examination, 
approval, modification, or disapproval of much larger scale projects 
than would be contemplated by the purchase of the $25,000 baling 
press. 

Mr. Warp. The regulation says that commercial and industrial 
type facilities, including among others, warehouses, motor-repair 
shops, bakeries, and laundries. Would you say that those are beyond 
the capacity and the scope of the facilities we are talking about? 

Admiral Rina. I would, sir. 

Mr. Warp. There has been no directive from the Secretary of 
Defense with respect to this type of installation. 

Admiral Rina. We speak of installation— 

Mr. Warp. This type of operation. 

Admiral Rina. This type of equipment. Is this the equipment we 
are talking about rather than an installation, Mr. Ward? 

Mr. Warp. It is installed in some sort of a—— 

Admiral Rina. It is installed in a blank space, but it is not a build- 
ing. As I read 4000.8 and its intention, it has to do with the examina- 
tion and approval or disapproval of facilities such as are mentioned 
there, the laundries, the bakery, the warehouses and all of them con- 
template the building of an edifice to do the work. If a larger scale 
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onstruction ‘was necessary to house the baling press, then I would 
say that Mr. Creedon would get in. He has not gotten in, and I do 
not think that under the terms of 4000.8 he should get in on this type 
f equipment. 

Mr. Warp. What is the value of equipment in one of your larger 
istallations, say at Norfolk, just roughly? 

Lieutenant Commander Pusry. $25,000 would be an average for 
a metal press. 

Mr. Warp. The total equipment that you use in that kind of 
processing plant for the scrap and iron salvage we are talking about. 

Lieutenant Commander Pusry. It would include nonferrous and 
nonmetallic and lumber salvage. I would figure that a large scrap 
yard may have $100,000 worth of equipment peculiar to scrap oper- 
ations. ‘That is not a firm figure. 

Mr. Warp. How would that compare in value with a coffee 
roasting plant, as far as the value of equipment is concerned? 

(Admiral Ring. Unfortunately I do not have the figure on the 
value of the coffee roasting, so | would hesitate to compare them. 

Mr. Warp. That is all. 

Mrs. Harpren. The Chair regrets that you gentlemen have not 
had an opportunity to study this memorandum. We want you to 
have that privilege, and the committee certainly wants to be fair 
with everyone. 

Admiral Rina. Thank you. 

Mrs. Harpen. And we hope that you will be able to call us and 
come over and give us your answers as soon as possible. 

Admiral Rine. We will try to get it at the earliest possible date, 
Mrs. Harden, and I will communicate with Mr. Ward as soon as it 
is available. 

Mrs. Harpen. Thank you very much and thank you for coming 
over this morning, 

Our next witness is Rear Adm. B. E. Manseau of the Bureau of 
Ships. We are pleased to have you with us again, Admiral Manseau. 


TESTIMONY OF REAR ADM. BERNARD E. MANSEAU, ASSISTANT 
CHIEF OF THE BUREAU OF SHIPS FOR FIELD ACTIVITIES; 
ACCOMPANIED BY DANIEL P. GRAHAM, HEAD OF THE PRO- 
TECTED COATINGS BRANCH, BUREAU OF SHIPS; CAPT. ROBERT 
E. W. HARRISON, PRODUCTION ENGINEER, MANAGEMENT 
PLANNING AND REVIEW, BUREAU OF SHIPS; AND LT. COMDR. 
J. F. D. HOLCOMBE, BUREAU OF SUPPLIES AND ACCOUNTS, 
DEPARTMENT OF THE NAVY 


Admiral Mansrav. I have with me some supporting witnesses. I 
don’t know if they are on your list or not. I would like to present 
them, with your permission. They are Captain Harrison, Lt. Comdr. 
J. F. D. Holeombe and Mr. Graham. 

Mrs. Harpen. Would you gentlemen please stand and be sworn? 

Do you solemnly swear or affirm that the testimony which you 
will give at this hearing will be the truth, the whole truth and nothing 
but the truth, so help you God? 

Admiral Mansrav. I do. 
Mr. Granam. I do. 
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Captain Harrison. I do. 

Lieutenant Commander Hotcomss. I do. 

Admiral Rivne. I wonder if we could get a copy of Mr. Katz’ ox 
Mr. Barringer’s charges so that I could get that down to Norfolk. 

Mrs. Harpen. Yes. Here they are. 

Admiral Ring. Thank you very much. I am sorry for having 
interrupted you. 

Mrs. Harpen. That is all right. Will you please proceed, Admiral 
Manseau. 

Admiral Mansgeau. Madam Chairman, I would like to take ad- 
vantage of some of the questions that were raised in the previous 
hearings to clear the air before we start. In the first place, I am from 
the Bureau of Ships representing the Navy Department. The oper- 
ations that we are interested in this morning that come under me are 
the operations of paint manufacturing and rope manufacturing. 
Those ac tivitie ‘s come under the Bureau of Ships. 

As regards the hearings that have been previously held, we received 
copies of those hearings last Friday and have had a chance to read 
them but have not had a chance to break them down in detail. I do 
believe, however, that we are prepared to comment on most every 
point raised because although we did not have the benefit of the results 
of the hearings we have from time to time received complaints and 
questions. 

Mrs. Harpen. It is going to be necessary for me to attend another 
meeting for a few minutes and Congressman Meader will assume the 
chair. 

Mr. Meaper. Do you have a prepared statement, Admiral 
Manseau? 

Admiral Manseav. I have one that is partially prepared that I 
want to add to. 

Mr. Meaper. Do you have copies for the committee? 

Admiral Mansnavu. No, I donot. To continue, we have from time 
to time received complaints about our operations with respect to 
paint manufacturing and the manufacturing of rope so that we have 
had a chance to go into the matter. We figured that sooner or later 
we would be called upon to discuss the subject so that in anticipation 
of that I initiated a survey of both the paint manufacturing operations 
and the rope manufacturing operations to see whether or not we were 
in line with the Department of Defense policy, to see whether or not 
we met the requirements of the Navy Departme nt and to see whether 
or not we had justification to continue in the business and, if so, to 
what extent. 

We had the benefit of a study and report made by the Industrial 
Association that Secretary Kimball called upon to survey the paint 
operations, and again we had the benefit of complaints registered by 
the industry with reference to rope. 

I assigned the task of making a study and of following up this 
operation to Captain Harrison, an industrial engineer in the Bureau 
of Ships. 

Assisting Captain Harrison I had Mr. Graham who handles our 
research in specifications in those matters. These two gentlemen from 
the Bureau of Ships are available to answer questions on that phase of 
it and in case the question arose as to distribution, stocks and so forth, 
I arranged to have Lieutenant Commander Holcombe from the Bureau 
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Supplies and Accounts on hand to answer the questions along those 
nes. My general statement then will be, as I say, rather general 
| I will ask C aptain Harrison, if it is agreeable, to then pick up the 
‘tails of the paint manufacturing study and then following that with 

e details of the rope manufacturing study. 

It is my understanding that it is the mission of this committee to 
nquire into reasons why the United States Government finds it 
necessary to engage in certain manufacturing operations. 

Of the industrial working force in the naval shipyards, less than 
; percent of the workers are engaged in what might be construed as 

ianufacturing operations. These oper: itions have been established 
not for the sake of engaging in competitive manufacturing operations, 
but for the purpose of meeting existent specific needs essential to the 
fulfillment of the mission of the Navy. These operations range from 
he manufacture of special types of mechanical equipment of quality 
nd design not commercially procurable, to such items of material as 
paint and rope manufactured for general Navy stores. 

Our presentation today concerns primarily the operations of our 
2 small paint factories at Norfolk and Mare Island, employing 175, 
and the ropewalk which the Navy operates at Boston Naval Shipyard, 
which employs 81. 

We propose to lay before the committee the facts in relation to the 
paint factories first. With reference to this | might poimt out that the 
capital investments that we have in equipment is about $137,000 at 
Norfolk and $348,000 at Mare Island. The current book value of the 
plant and equipment at Norfolk is $266,842, and at Mare Island 
$487,704. The value of the yearly combined output of these 2 factories 
for the past 5 years is as follows: 

1948. _- lb at Sa deter _... $6, 800, 000 
1949___- 6, 500, 000 
1950 ee 11, 300, 000 
1951 is nay ade all . 14, 900, 000 
195 14, 100, 000 

Mr. Meraper. That went from $6 million? 

Admiral MaNnszAv. $6,800,000 in 1948 to $14,100,000 in 1952 

Now I have in addition some figures showing the volume of paint 
manufactured at the Mare Island plant since 1932, and that will 
show that it has gone up and it has gone down, depending on the 
times and the development of the Navy. 

In accordance with the terms of a directive recently promulgated 
by the Secretary of the Navy, peTiede from the two paint factories 
will be reduced to 28 basic items, with an anticipated yearly value of 

$6,270,000. 

Now, the reasons why these paint factories were created—Norfolk 
in 1908, and Mare Island in 1926—it has been the Navy’s experience 
throughout the many years of its existence, that no product which 
the Navy uses, and on which it de pends so much, is so completely 
open to adulteration, as is paint. It is very open to the introduction 
of ingredients or the use of processes which might produce a paint 
which in the long run does not meet our requirements. 

Despite the fact that the Navy is well equipped with laboratories 
and technicians, to insure adequate quality control, it has been the 
experience of the Navy that the cost of policing the Navy’s com- 
mercial paint contracts would be out of all proportion to the value 
of the products bought. 


35810—54—pt. 3——_6 
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It has been determined by our very capable professional ship- 
builders and ship maintenance engineers, that the ability of naval 
ships, both combatant and noncombatant, to stay at sea for pro- 
tracted periods of time, is very largely dependent upon the quality 
of paint applied during building and periodic overhaul. 

The United States Ns avy enjoys a unique position in its ability to 
fight for protracted periods, at great distances from home bases. This 
ability cannot be maintained on anything other than paints produced 
in accordance with our time tested formulas, and this is the basic 
reason why the paint factories were created by secretarial order on the 
dates previously mentioned. 

Now, in respect to the Boston Ropewalk. This ropewalk was 
created by congressional action in 1834 to render the Navy independ- 
ent of the poor quality products which then characterized the com- 
mercial market. The current book value of the plant and equipment 
amounts to $1,087,000. At the time of its establishment in 1834, the 
propulsive power for ships was provided by sails supported by rope 
rigging, and the ability of a ship to maintain its very existence de- 
pended upon the quality of its lines. While this requirement in re- 
spect to propulsive power has disappeared, the requirements expressed 
in quality and in poundage of rope consumed is greater today than it 
ever was. 

In peacetime years, the output of the ropewalk has run about five 
million pounds, with an average value at current costs of about 
$1,750,000. 

Rope, like paint, has always been a factor of prime importance in 
determining the ability of a ship to perform its mission. 

Rope failures are almost invariably costly in human life and prop- 
erty, and it can and is said, with complete truth, that the best in qual- 
ity is never quite good enough. 

Just as in the case of paint, it is natural to ask—why does the Navy 
find it necessary to maintain and operate this small ropewalk at 
Boston, and the answer to that question will be found in the highly 
strategic nature of the manila fiber which constitutes the raw material 
for rope, and the continued search for improved rope specifications. 

Manila fiber is in the same category as was natural rubber at the 
outbreak of World War II. In fact, the main source of supply for 
manila fiber was in the same area of the world from which came the 
raw rubber, that is, the Far East. 

The United States Navy, having obtained good basic quality in its 
rope, the next problem was to preserve that rope so that it could be 
relied upon to withstand its rated load capacity for a maximum length 
of time. This, in turn, having an important bearing on the United 
States Navy’s ability to fight in distant waters for long periods of time 
without return to the home yards. 

The mission of the Boston Ropewalk, through the last decades, has 
invariably included research into better and more durable preservative 
action, and I am glad to be able to assure the committee that such 
success has been attained in this direction. 

The problem of rendering the United States independent of foreign 
sources of supply for raw material, in this case for rope, is forever 
before us, and here again the Boston Ropewalk, functioning as a 
laboratory, has helped develop the use of such substitutes for manila, 
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as nylon, sisal, coir, hemp, and various fibers grown in the Western 
Hemisphere. 

As in the case of paint, the vast bulk of the Navy’s requirements 
n cordage are purchased from commercial sources, but the existence 
of our small, compact and most economically operated combined 
ropewalk and rope laboratory permit the Navy to maintain its 
required position of leadership, and to be covered for situations of 
developing emergency. 

The critical nature of the problem of supply of raw materials is 
testified to by the fact that it has been found necessary for the United 
States Government to maintain a national stockpile and to rotate 
the stock, so that the fiber is not stored beyond a period where it 
might become deteriorated. 

It is Navy policy not to engage in manufacturing operations, 
when commercial supplies are completely adequate. In the case of 
the items under consideration—paint and rope—operation of the 
naval establishments providing these items have been studied ex- 
tensively from all considerations—mobilization necessity, strategic 
nature of material, performance adequacy and costs. For both 
these items, it is the resolute opinion of the Navy that ample justi- 
fication has existed in the past and is existent for the future to retain 
these small facilities, and it can be emphatically stated that to close 
them down, even temporarily as a peacetime measure, would con- 
stitute a threat to our national security. 

I would like to point out that in reviewing the requirements for 
maintaining our Navy and with it is the necessity for maintaining 
the ropewalk and the paint factories and that we have had a cost 
analysis made by the Bureau of Supplies and Accounts who used 
their cost inspectors and the cost analysis of the manufacture of paint 
and the manufacture of rope was made by them. The report was 
made sometime ago and it has been available for most anyone to see. 
We had the benefit of that report in conducting the analysis I asked 
Captain Harrison to make and with respect to one of the main com- 
plaints made by industry or one of the main charges, we find that we 
can analyze the cost quite accurately, and I do find that the cost of 
manufacturing in general of our paint and our rope is a little less 
than the cost of that produced commercially. 

Captain Harrison can bring that out later. 

I would also like to point out something that is more or less self- 
evident, I am sure, the difference in the thinking between private 
industry and the Navy. Of course, private industry is interested in 
manufacturing material of this nature for sale and then for use. We 
are only interested for manufacturing for use in the Navy. We have 
such a tremendous investment and such a tremendous plant in the 
entire Navy that we must be alert to savings both from the point of 
view of material used, such as rope and paint, and from the point of 
view of preservation and the operation of our plant. 

So our interest in the manufacture of rope and paint is incidental to 
our operation and stems directly from our main and overriding mission 
and responsibility of giving the public the most possible for its defense 
dollar. We continually review our commercial type operations and 
keep them in line with our requirements and where indicated, to buy 
our requirements from manufacturers. Since we are interested, not 
in sale, but in the preservation of property and in the operation of our 
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ships, freedom for research development and production creates an 
atmosphere conducive to operations leading to savings in material, 
power, and manpower. Without that atmosphere we stand to lose in 
the long run. 

I would like to cite as an example the development and manufacture 
of plastic paint which was mentioned by several people at hearings 
held to date. One of the big bills that the Navy pays is the bill we pay 
for the power to operate our ships. 

Mr. Meaper. I wanted to let you complete your statement, but 
we have a quorum call. I would like to ask 1 or 2 questions if I might 
and we might have to resume later. 

Admiral Mansgau. Yes, sir. 

Mr. Meapmr. I understood that you had been furnished the testi- 
mony of this committee on June 10 and 12, or along in that period, 
relating to both the paint and rope manufacturing operations of the 
Navy Department, is that correct? 

Admiral Mansreau. We were furnished that last Friday afternoon 
and I have had a chance to read it and I think the case we have here 
covers practically everything brought up. There may be some specific 
items that were not covered. 

Mr. Meraper. Didn’t you have a representative at the hearings at 
the time they took place? 

Admiral Manseavu. We did not have any representative as such. 
At least the Bureau of Ships did not. Mr. Himmelfarb, the master 
of the ropewalk at Boston was present as a private citizen representing 
the employees. He was present at the time of the testimony and, 
ine identally, I might say that his testimony is generally in accord with 
the Navy’s point of vie w, but we had no one to ‘furnish the information 
relative to the hearings on paint. 

Mr. MEADER. You mean it was only last week that you had any 
knowledge of these hearings which we held a month ago? 

Admiral Manseav. Not exactly that. We knew they were coming 
up. We were generally informed as to what was going on, but we 
did not have the benefit of the testimony as such, but as I say we did 
have an inkling that things were happening so that was one of the 
reasons why, as long as 2 months ago that we started this detailed 
study on paint and rope manufacturing. 

Mr. Mraper. I got the impression from your statement, and I do 
not want the record to be inaccurate, that vour position and the posi- 
tion of the Bureau of Ships and the Navy Department is that these 
paint manufacturing and rope manufacturing operations will be con- 
tinued, at least at their present level. 

Admiral Mansnavu. We expect and hope that they will be continued 
at something corresponding with the present level, more or less depend- 
ing on what the requirements are. We just recently reduced the level 
of manufacturing at the paint factory by the Under Secretary’s direc- 
tive, reduced that to 28 items. 

Mr. Meaper. Are you familiar with the Statement Mr. Boland 
made before the committee on June 12, speaking on behalf of the 
National Paint, Varnish, and Lacquer Association? 

Admiral Manseav. I am not so sure. 

Mr. Meaper. That was in the testimony. 

Admiral Manseav. Well, then, I read it if it was in the testimony. 
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Mr. Meaver. Mr. Boland called attention in his statement to the 
fact that a committee of Congress, in fact a committee of the House of 
Representatives, on February 8, 1933, recommended as follows: 

Manufacture of paints and varnishes at the Norfolk, San Francisco, Philadel- 
hia, Charleston, and other Navy yards should be discontinued. 

{nd he also called attention to the fact that in 1946 the Navy was 
nanufacturing 21 items of paint, whereas in 1951, there were 150 
items of paint being manufactured 

He also called attention to a recent announcement by the Secretary 
of the Navy on May 29, 1953, that the Navy Department will curtail 
its manufacture of paint, procuring most of its needs from private 
industry in the future. 

Now, in line with that and in the light of that statement by the 
Secretary of the Navy some 6 or 7 weeks ago, I am just a little sur- 
prised at your statement today that you have no intention of curtail- 
ing your paint, manufacturing activities. 

Admiral Mansgavu. What I meant there was that we have no in- 
5 tention of curtailing our operations below that which was stated in 

the Secretary’s policy which you just quoted. 

Prior to the end of May, when the new policy statement came out, 
we were manufacturing many items of paint which today we are not. 
So, as a result of the Secretary’s directive, we have cut back our oper- 
ations and our operations now involve only 28 items of paint. Before 
that it involved quite a number more. Captain Harrison is going to 
bring that all out in the details of his case. 

Mr. Meaper. I got also from your statement that you were in full 
agreement with the general principle that the Government, or the 
Navy as a part of the Government, ought not to engage in industrial 
and commercial activities where the products could be acquired 
equally as well from commercial sources. 

Admiral Mansrav. That is right, or approximately right anyway, 
where procuring from commercial sources will fulfill all our require- 
ments adequately, then of course we endeavor to stay out of the busi- 
ness. There are many items related to it. 

Mr. Meaper. That word “adequately” is one of these elastic 
expressions and I wonder if you have not any standards that are a 
little more specific than that word in determining whether or not the 
Government should be in commercial businesses. 

Admiral Mansgav. Yes, sir. We get into the matter of research. 

Mr. Meaper. I have been called to the floor and we will have to 
suspend the hearings at this time. We will have to adjourn until 
tomorrow morning at 10 o’clock in this room. 

You might be prepared, if you would, to give us some kind of a 
list of standards which, in your judgment, either ought to be or are 
being used by the Navy Department to determine whether or not 
they should be engaging in industrial or commercial type activities. 

Admiral Mansravu. Yes, sir. Well, I think our whole presentation 
will bring that out. 

Mr. Mraper. The meeting will be adjourned at this time until 
tomorrow morning at 10 o’clock. 

(Whereupon, at 12:19 p. m., the subcommittee adjourned. ) 
























INVESTIGATION INTO COMMERCIAL AND INDUSTRIAL 
TYPE ACTIVITIES IN THE FEDERAL GOVERMENT 


MONDAY, JULY 27, 1953 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, Pak? 

The subcommittee met, pursuant to adjournment, at 10:05 a. m., 
n room 1501, New House Office Building, Hon. Cecil M. Harden 
chairman of the subcommittee) presiding. 

(Present: Cecil M. Harden, chairman of the subcommittee, George 
Meader, Jeffrey Hillelson, Jack B. Brooks, and J. L. Pilcher.) 

(Also present: Ray Ward, staff director; L. T. Maburin, staff 
member; and Mrs. Jane E. Morgan, clerk.) 

Mrs. Harpen. The meeting will come to order. 

The clerk will call the roll. 

(The clerk called the roll and the following members answered to 
their names: Mrs. Harden, Mr. Meader, and Mr. Pilcher.) 

Mrs. Harpen. Today we are resuming hearings which were post- 
poned last week. 

Admiral Manseau, would you please resume the stand and with 
your aides take the oath? 

Do you solemnly swear or affirm that the testimony which you will 
vive in this hearing will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Admiral Mansrav. I do. 

Mr. Granam. I do. 

Captain Harrison. I do. 

Commander Hotcomese. I do. 

Mr. Himmevrars. I do. 

Mrs. Harpen. Before beginning your testimony this morning, 
Admiral, I would like to ask if your statement has been approved by 
the chief of your Bureau. 
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FURTHER TESTIMONY OF REAR ADM. BERNARD E. MANSEAU, 
ASSISTANT CHIEF OF THE BUREAU OF SHIPS FOR FIELD 
ACTIVITIES; ACCOMPANIED BY DANTEL P. GRAHAM, HEAD OF 
THE PROTECTED COATINGS BRANCH, BUREAU OF SHIPS; 
CAPT. ROBERT E. W. HARRISON, PRODUCTION ENGINEER, 
MANAGEMENT PLANNING AND REVIEW, BUREAU OF SHIPS; 
DAVID HIMMELFARB, BOSTON NAVAL SHIPYARD, DEPARTMENT 
OF THE NAVY; AND LT. COMDR. J. F. D. HOLCOMBE, BUREAU 
OF SUPPLIES AND ACCOUNTS, DEPARTMENT OF THE NAVY 


Admiral Mansgav. Not specifically, but I know that it is in line 
with his thinking, and he designated me to represent the Bureau and 
in turn the Department. 

Mrs. Harpen. Has it been approved by the Chief of Navy Mate- 
riel? 

Admiral Mansrav. Not specifically; but again I know it is in 
general accord with his thinking. 

Mrs. Harpen. Has it been approved by the Office of the Secretary 
of the Navy? 

Admiral Mansravu. No, Ma’am. 

Mrs. Harpen. By the Secretary of Defense? 

My reason for asking these questions is that the Secretary of 
Defense has recently made some statements to the press concerning 
the military departments’ commercial-type operations. We are most 
anxious to have a statement of policy from the Secretary of Defense, 
to be sure that the statements made by people in his organization 
conform to the enunciated policy. 

Do you believe that your statements will conform to that policy? 

Admiral Mansrav. Yes, ma’am, I do. I have gone over the 
policy bit by bit, and one of the things I wanted to show this morning 
was how we adhered to the policy. 

Mrs. Harpren. You may proceed with your statement, Admiral. 

Admiral Manseav. To elaborate on the last remark I made, since 
the last meeting I have had a chance to go over in detail all of the 
testimony which has been submitted, or | believe all that has been 
submitted. I went over Mr. Houston’s testimony with a fine tooth 
comb, and also the testimony offered by the witnesses from private 
industry. 

First, I would like to show how our operation and how our thinking 
is geared to the policy of the Secretary of Defense. I believe the 
whole policy was read in Mr. Houston’s statement, but since I will 
break it down piece by piece I thought I had better repeat that portion 
of the policy which is pertinent to the paint and rope manufacturing. 

Section B, page 3, of the Department of Defense directive 4000.8 
reads as follows: 

1. Commercial and industrial tvpe facilities (including among others, ware- 
houses, motor-repair shops, bakeries, and laundries) operated by each of the 
military departments shall be made availeble to the maximum extent for the 
use of any of the military departments. Existing commercis] and industrial type 
facilities shall be surveyed to determine the need for their continued operation and 
retention. Such facilities will not be continued in operation where the required 
needs can be effectively and economicslly served by existing facilities of any 
department or where private commerci~| facilities are available, except to the 
extent that such private commercial facilities are not reasonably available or their 
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will be demonstrably more expensive or except where the operation of such 
ilities is essential for training purposes. No facilities, not in operation, shall 
retained unless necessary for mobilization reserve. Cost-accounting methods 
| be employed to assist in formulation of decisions concerning cross servicing, 
blishment or continuance of such activities in or under the Department of 

eTense, 

Additional facilities of these types shall not be established or acquired by a 

ilitary department unless the required needs cannot be effectively served by 
ting facilities of all of the departments or by private commercial facilities. 
pt in a zone of action (e. g., Korea), no such additional facilities shall be 
lished or acquired without prior approval of the Secretary of Defense. 


It was indicated at the last meeting that that policy seemed to be 
rather broad, but I endeavored to point out at the last meeting that 
since these operations are incidental to the main mission, which is to 
rovide the best defense we know how for the taxpayers’ dollar, we 
feel that policy is one that does cover the situation, and leaves the 
latitude for judgment and discretion to the operating department 
keads, which it seems to me is about the way it should be. 
Now, breaking down that directive to show how we have operated, 
or give you examples of it, the first one is: 
Commercial and industri. type facilities (including, among others, warehouses, 
iotor repair shops, bakeries, and laundries) operated by each of the military 


lepartments shall be made available to the maximum extent for the use of any of 
he military departments. 


ROPEWALK 


In respect to the ropewalk, an occasion arose prior to United States 
entry into World War II, whereby the ropewalk proved of great 
service to the Army in providing otherwise unobtainable rope for 
the vastly increased number of tents. During the course of this 
operation, several million pounds of urgently needed rope were made 
for Army tentage. 

Prior to World War II, the ropewalk, on occasion, supplied rope to 
the U. S. Lighthouse Service and Panama Canal. By established 
policies since World War II and limitation of operations in the rope- 
walk, agencies other than the Navy are no longer supplied. However, 
the availability of the ropewalk to take care of emergencies in other 
departments is an important consideration. 


PAINT 


No instances have come to Bureau of Ships’ attention since the pub- 
lication of the directive, where the paint manufacturing facilities have 
been used to make paint for the Army or the Air Force. In previous 
years some cases are known when Mare Island made some items of 
paint for Army installations nearby on an emergency basis, and 
Norfolk made some paint for the local district Army engineer for an 
Army dredge. 

Since the publication of this directive I know of no instance where 
paint was manufactured for any other Government Department, 
although the directive would just about require it. 

I know from my own personal experience when I was on duty at 
Mare Island and the question came up of manufacturing paint for 
Travis Air Base. It wasa type of paint readily available commercially 
so I refused to consider their request further and suggested that they 
buy the paint from commercial sources. 
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That has been our policy throughout the years, or at least the 
general policy. 

The next item in the directive is— 

Existing commercial and industrial-type facilities shall be surveyed to deter- 
mine the need for their continued operation and retention. 

I think as pointed out by me at the last meeting we have made 
surveys of both the paint-manufacturing operations and the rope 
manufacturing. 

In accordance with the SecNav Instruction 10360.1 of May 28, 1953, 
the number of items of paint to be manufactured has been reduced to 
28; 28 different types of paint with an estimated annual peacetime 
value of about $6 million. That estimate is a rough estimate because 
it peers into the future, and it is difficult to make a close estimate. 
Whereas, prior to the issuance of this order, annual peacetime produc- 
tion entailed the manufacture of 67 items in addition to those 28. 

Peacetime commercial purchases will now entail the buying of 427 
items, with an annual value of about $7,500,000. 

(The Sec. Nov. Instruction 101360.1 of May 28, 1953, follows:) 

DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, May 28, 1953, 


Secnav Instruction 10360.1. 

From: Secretary of the Navy. 

To: Distribution List. 

Subject: Navy paint manufacturing operations. 


1. Purpose.—The purpose of this instruction is to limit the types and classes of 
paint items which shall be manufactured by the Navy paint factories at the Mare 
Island and Norfolk Naval Shipyards. 

2. Procedure—To comply with the policy of curtailing Navy paint manufac- 
turing operations, the following procurement program for paint items shall govern: 

(a) Procure from commercial sources all paint items other than those for ship- 
board applications. 

(b) Procure from commercial sources all shipboard paint items which in the 
judgment of the Chief of the Bureau of Ships can be obtained from commercial 
sources on the basis of compliance with mandatory manufacturing formula or 
performance type specifications that will assure adequate quality. 

(c) Manufacture in the Navy paint factories those shipboard paint items which 
in the judgment of the Chief of the Bureau of Ships are of such a composition and 
for such a purpose as to preclude adequate quality control without undue admini- 
strative difficulties and expenses if procured from commercial sources. 

(d) Manufacture in the Navy paint factories those paint items which are pro- 
cured in such small quantities as experience shows commercial procurement to be 
either uneconomical or impractical. 

The Chief of the Bureau of Ships shall promulgate a list of those paints, which 
in his judgment are within the category of subparagraph (c). It shall be the 
responsibility of the Chief of the Bureau of Ships to examine this list periodically 
to determine whether further reduction can be made through the establishment 
of adequate applicable specifications, qualified products list or other procedures 
for commercial source procurement. 

3. Limitation.—The foregoing instruction does not preclude the manufacture 
in the Navy paint factories of those batches of paint required to continue an 
adequate research and development program, nor restrict an orderly phasing out 
of operations to enable the optimum utilization of existing stocks of raw materials. 


C. S. THomas, 
Under Secretary of the Navy. 
DISTRIBUTION: 
Ch. BuShips 
CNM 
Ch. BuSandA 
COMNAVSHIPYD NORVA 
COMNAVSHIPYD MARE 
GSSO 
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\s regards the ropewalk, the policy was laid down some time ago 
that the production of the ropewalk be limited to 5 million pounds per 

ar. That was considered an optimum amount to maintain a nucleus 
of trained personnel for expansion during an emergency, and to allow 
operation at a productive rate which will insure low cost. 

To summarize, as a result of our survey of the paint-manufacturing 
operation a recommendation was made to the Secretary of the Navy 
as to the extent the Navy should continue in the business of manu- 
acturing paint. ‘The result of that was the Secretary’s directive 

itting the paint manufacturing back to cover only 28 items. Again 

directive was issued the 28th of May and was a direct result of 
the survey and evaluation of the paint-manufacturing job. 

With respect to the ropewalk, a survey has been made, but no 
policy has been laid down by the new administration because we felt 
hat any policy that was generated now might not be based upon all 
of the facts available; so we felt it advisable to await the final outcome 
\f these hearings to see if anything was brought out on which we were 
not informed; and then, having full information, to make a recom- 
mendation to the Secretary which might or might not be the basis for 

policy with respect to the ropewalk. 

The next item in the directive is— 

Such facilities will not be continued in operation where the required needs can 

effectively and economically served by existing facilities of any department or 
where private commercial facilities are available, except to the extent that such 
private commercial facilities are not reasonably available or their use will be 
emonstrably more expensive or except where the operation of such facilities is 
essential for training purposes. 

We have found from our survey, and Captain Harrison can later 
give the details of cost, that the two paint factories at Norfolk and 
Mare Island served the United States very effectively and econom- 
ically. Private commercial facilities, while adequate for a great many 
requirements, do not fulfill the technical and commercial standards in 
certain respects, as will be brought out in the reports that Captain 
Harrison will make. 

As will be seen from the record, a substantial portion of the Navy’s 
requirements in peace and war have always been obtained from private 
industry—the bulk of the requirements. 

The paint factories, of course, are not required for training purposes. 
They are simply there to make paints we feel it is more economical 
and advantageous to the Government to make in their paint factories. 

These remarks generally apply with equal weight to the ropewalk 
at Boston, with the exception that in this case at Boston the ropewalk 
training is somewhat important. Ropemakers are essentially skilled 
people who have to be trained to produce good rope. This takes 
time and is a burden which has to be dispensed with come mobiliza- 
tion. So we endeavor to do our training while we can. 

The next item in the directive is— 

No facilities, not in operation, shall be retained unless necessary for mobilization 
reserve. 


The three facilities we are speaking of are in operation so I don’t 
think this particular item applies. No facilities not in operation 
shall be retained is what it says, and these three facilities are in 
operation. 
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The next item is— 


Cost accounting methods will be employed to assist in formulation of decisions 
concerning cross-servicing, establishment or continuance of such activities in or 
under the Department of Defense. 

We feel that the cost accounting which has been done on both the 
cases of the ropewalk and paint factories has been very adequate for 
the purpose of determining the cost of Navy paints. 

Now, tuere seems to be a difference of opinion there between the 
committee who surveyed the paint factories and delved into costs, 
but the Bureau of Supplies and Accounts at the request of the Bureau 
of Ships made a detailed study of the cost of operating a paint factory 
and the ropewalk, and if enough time is spent in analyzing those costs 
I do not think there is any question but what the cost to manufacture 
paint and rope can be determined and compared with similar costs for 
that purchased commercially; therefore as regards cost accounting 
methods I feel we have been in line with the directive. 

The next item in the directive is— 

Additional facilities of these types shall not be established or acquired by a 
military department unless the required needs cannot be effectively served by 
existing facilities of all of the departments or by private commercial facilities. 

Again this item is not too applicable because these facilities are 
presently in operation and no extra facilities have been created and, 
of course, none are contemplated. 

The next item is— 

Except in a zone of action (e. g., Korea), no such additional facilities shall be 
established or acquired without prior approval of the Secretary of Defense. 

None have been acquired, and none are contemplated. 

To summarize and possibly to repeat something of what I have 
said, pertinent to the manufacture of paint and rope by the Navy, 
continuance of these facilities in operation at a reasonable level, is 
considered to be in line with the policy statement. 

Paint manufacture has been surveyed and as a result a directive 
from the Secretary of the Navy issued. As a result of this directive, 
manufacture has been reduced from 103 items, amounting to an esti- 
mated $14 million per annum, to 36 items, representing 28 grades. I 
have used the word “items’’ where I should have used “grades” 
heretofore. The 36 different items represent 28 grades or types of 
paint. 

The difference between items and grades is shown by the example 
where one grade or type of paint may be stocked in 1-gallon cans or 
5-gallon cans, making two items for the one grade. 

It has been reduced to 28 grades of paint, amounting to an esti- 
mated $6 million. The largest items retained for Navy manufacture 
include ship-bottom paints, which represent about one-third of the 
total volume, the outstanding performance of which paints cannot be 
matched by outside manufacturers at a cost comparable to the total 
cost incurred by Navy manufacture. 

Rope manufacture has been surveyed. Commercial rope for com- 
parable quality costs more than Navy-made rope. Based on the fact 
that commercial procurement is essential during wartime, and com- 
mercial manufacturers should be kept aware of specification develop- 
ments, a policy is existent under which manufacture is held to a mini- 
mum production level essential to retain a nucleus of trained personnel 
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adequate in number to provide for an expanded force for mobilization, 
and yet to operate with optimum efficiency during peacetime. 

This policy has been in effect since 1951. In terms of personnel, 
t involves a maximum working force of about 100, and production in 
the vicinity of 5 million pounds annually. 

[ feel that the standards and considerations in the Department of 
Defense directive are realistic and essential, and are reasonably good. 
| think they might be improved upon and I note from Mr. Houston’s 
statement that he hopes a new policy will be forthcoming shortly; 
but until that new policy comes out this one seems to fill the bill 
reasonably well. 

That concludes my preliminary statement, Madam Chairman. [| 

now there are other questions Mr. Meader asked last time he might 
want me to go into, but that would be in answer to a question rather 
than my general statement. 

Mrs. Harpen. Mr. Meader, have you any questions? 

Mr. Mraprer. Admiral Manseau, I was a little disturbed over 
your use of the term “adequate,” because that seemed to me to be a 
word that could mean many things to different people. 

I asked you at the meeting the other day if you could set up stand- 
ards which were understandable and specific which could determine the 
dividing line between appropriate Government commercial and in- 
dustrial activities and those which ought to be discontinued. Do 
you have any such set of standards or criteria? 

Admiral Mansnau. I have outlined the criteria and considerations 
which, of course, we invariably consider and must take into account 
whenever we get into the matter of setting up a new activity or even 
continuing an old one. To reduce that to a directive, of course, I 
am afraid would be a very difficult job, because we still have to leave 
the gates open for the exercise of good judgment on the part of the 
operators. But I will outline what I consider to be the main considera- 
tions that generally tie in with the policy laid down in the Department 
of Defense directive. 

Of course, the very first item to be determined is, does the Navy 
need the item in question? Does the Navy need that item? That 
takes in the item as to quality and quantity. 

Is it a military necessity or is it for routine use? Once that question 
is answered, then what are the sources of supply? We have to go 
into that, and we always do. 

Mr. Mraper. Before you leave that item of requirement, why does 
that need to enter into the desirability of buying it or making it your- 
self? I mean, of course, if you do not need it then you neither make 
it nor buy it. 

Admiral Manszrav. That is right. 

Mr. Meaper. Should the requirement be a criterion as to whether 
you buy it or make it? 

Admiral Mansravu. Of course, as a matter of fact, it is not. It is 
just a starting point. 

Mr. Mraver. We must assume the Navy needs it, because if they 
don’t need it then we do not have it at all. 

Admiral Manszav. That is right. It is just a starting point to 
lead into the other items. One other important item is, What are the 
sources of supply? Can the items be obtained commercially as to 
quantity and quality? Is there a commercial substitute that will fill 
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the bill? Are the sources of supply so limited that we should develop 
additional sources, particularly with respect to our mobilization needs? 

For example, there are many items that the Navy needs where the 
sources of supply are so limited that we try to encourage manufac- 
turers to get into the business. 

Mr. Meaper. Admiral Manseau, maybe I should not have made 
the observation I did about your statement of requirements. It is 
possible for you to design peculiar things that are just not made in 
normal commercial practice. In the design and specification of an 
article would you agree that the trend and tendency should always be 
to accept standard commercial articles where they will do the job 
that the military services require? 

Admiral Mansgav. Yes, sir. 

Mr. Meaper. You would not agree that the military services should 
design something with peculiarities simply so that they could not 
find a commercial source, would you, Admiral? 

Admiral Mansgav. No, sir. You are perfectly right. 

Mr. Meaper. So that in that sense the matter of requirements and 
design and specifications does enter into the question of whether or 
not a commercial source is available. 

Admiral Mansgavu. That is correct. Yes, sir. And, of course, a 
lot of those things become matters of opinion and some people think 
at least the company that wants to sell us something will be very 
insistent its product is the best in the world, when our judgment based 
on manufacture tells us it does not fill the bill. We endeavor to be 
reasonable, and I can assure you where there are reasonable commercial 
substitutes that is what we use. 

Mr. Meaper. In the event a commercial standard item in adapt- 
able for military services by the addition of some gadget, or some slight 
change in design, do you believe that that should be the effort of the 
military services to adapt standard items, rather than to redesign 
a whole item, where an adaptation of a standard item could be made? 

Admiral Mansnau. Yes, sir; and that is generally what we do. 
Of course, our procurement is overwhelmingly from commercial 
sources—overwhelmingly. In Navy procurement—of course, I am 
not an expert on that, but I know it from observation and experience 
in the field most everything we get is from commercial sources. 

Mr. Mraper. Then your first criterion would be whether there 
were existing commercial sources of supply to provide the quantity 
and quality of a military item according to the specifications which 
have been drafted with these principles in mind that we have just 
mentioned. 

Admiral Mansnav. Yes, sir. That could be the very first con- 
sideration. 

Mr. Meaper. And in case there were sources of supply which were 
capable of producing the number of quality of items you need, then 
the result of that fact would be that you would not establish a military 
production facility? 

Admiral Mansgavu. That is correct. Yes, sir. 

Mr. Meaper. Let us take the case of paint. Is it the contention 
of the Navy that there are no commercial facilities available which 
can produce paint in the quantity and of the quality required by the 
Navy Department? 
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Admiral Manseavu. There are facilities. Yes, sir. There are 
facilities that can do that. But in this case we get into the matter of 
continuing the operation, the matter of specifications, the matter of 
requirements, and the cost. And those are other considerations we 
have not come to yet. 

Mr. Meaper. Which would you put second? The first is avail- 

ability of source and supply. The second is cost, Admiral? 

Admiral Mansrav. We have got to distinguish between setting up 
a new facility and continuing an old facility, but in either case the 
cost does enter the picture. Yes, sir. 

Mr. Meaver. In other words, if the Navy were not already in 
possession of _paintmaking facilities you might say that they should 
not start out in that business; but having been in the business you say 
it might be wise to continue in it? 

Admiral Mansrav. I think there are more reasons for continuing 
than there are for starting in a borderline case, if it is, in fact, one, 
because if we do have a plant and it is operating economically I think 
we would have a difficult time defending ourselves if we went into 
private purchase at a higher price. I think that can be best shown 
by an example. 

Mr. Meaper. Do you regard the manufacture of paint as a border- 
line case, Admiral? 

Admiral Mansgavu. The paints that we struck from our list of the 
paints we manufactured, some of them were borderline, and those 
have been passed over to private industry. The paints we retained 
on the list are paints that have been developed over a long period of 
years by the Navy laboratories after exhaustive tests in the field and 
in service with test panels, and so on. They are paints of special 
specifications, not designed for the purpose of avoiding the purchase 
from private enterprise, but for the purpose of giving us the paint 
that will serve the purpose the best. That is, provide the protection 
needed to preserve the plant and to give us a plant that can operate 
economically. 

The reason why I distinguish between preservation and operation 
is that one of our very big bills in the Navy is for power and fuel for 
ships. A fouled bottom on a ship runs up the power cost, cuts down 
the speed, and decreases the docking interval of the ship. So over 
the years we have been striving to find a paint which would enable 
us to increase the interval between drydockings. After a number of 
years of developing paint that would do the trick, and developing paint 
that would stick to the bottom and stick on other paint, and develop- 
ing the equipment for applying it and training personnel to do it, a: d 
developing means of manufacture—all of that took years, and we 
finally came out with the so-called plastic paint—plastic antifouling 
paint. Prior to the development of that paint—I was on duty at 
Pearl Harbor at that time—we were using paints very similar to the 
commercially manufactured bottom paints. We had to overhaul ships 
annually and every 6 months we had ships go in for an interim dock- 
ing to clean and paint the bottom, because they lost so much speed 
that the fuel consumption was excessive. 

Following the development of this paint we were able to go to 
18-month docking periods. The bottom was still clean after 18 
months. Eighteen months was the longest we felt we could keep 
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ships out of the navy yards for overhaul, so the docking interval was 
determined by the overhaul period, which was 18 months, rather than 
1 year, and the interim docking dispensed with. It represented a 
tremendous saving to the taxpayer in dollars, and a tenets 
increase in the strength and potential of our Navy. 

Mr. Meaper. Let me see if I understand that. “Do you contend 
this plastic paint cannot be manufactured by commercial manufac- 
turers? 

Admiral Manseav. No, sir. But when that paint was developed, 
when you consider the use to which it was going to go, it was almost 
secret—confidential. The formula was classified for a long time. 
There were individuals, of course, at Mare Island, in the paint labora- 
tory working in the yard and paint factories too who were involved in 
the development of this paint. Eventually, in the course of years, 
they obtained patents, and in the course of time this classification 
was reduced because it became generally known we had this paint. 

I don’t remember when it was, but not so long ago the holders of 
the patent licensed a manufacturer in the San Wranciass area—the 
American Marine Paint Manufacturing Co.—and they can manu- 
facture the paint. We obtained prices from them just recently. 

Captain Harrison, would you mind reading those prices from them? 
We can get some of our supply from them, but it would be at a terrific 
premium, as we call it. The price is not quite twice as much, I do not 
think, but it is pretty near twice as much. 

Captain Harrison, would you re sad the cost of Navy manufacture 
versus the American Paint Co.’s paint for various classes of paint, 
please? 

Mr. Meaper. Before we put those figures in the record, Admiral, 
may I ask whether the Navy’s costs are computed in the same fashion 
as they have been in the past, or whether you have instituted a differ- 
ent system and taken into account in your cost certain items that the 
commercial manufacturer must include, but which have not been in 
the past included in the costs of manufacture of Navy products? 

Admiral Mansgau. We have taken into acount most every cost 
that could be attributed to private manufacture. 

Mr. Meaper. For instance, is insurance in there? 

Admiral Mansgav. I will have Captain Harrison check me. I am 
sure it is. 

Captain Harrison. Yes. 

Mr. Meaper. How about local taxes? 

Admiral Mansrav. There is an allowance made for them. 

Captain Harrison. Yes. 

Mr. Meaper. How about depreciation? 

Admiral Mansrav. Allowance is made for that. 

Mr. Meaper. So your contention is these figures which you have 
on the table include all of the items of cost that a commercial manu- 
facturer would normally include in keeping his books? 

Admiral Mansrav. Yes, sir. 

To clarify things a little bit, I might say that the cost inspector in 
doing the job of determining the Navy costs was told to take all of 
those factors into account, so as to enable a true cost comparison with 
the private manufacture. So they took all of the elements of over- 
head and added an item for constructive costs, which took into account 
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these matters you mentioned. Advertising, sales, and profit were the 
items that were not included in the Navy costs. 

\lr. Meaper. What do your figures show? 

Captain Harrison. It is $1.95 per gallon as against $3.85 by the 
{merican Marine Paint Manufacturing Co.; $1.92 as against $3.85; 
$2.74 as against $6.55 quoted ; $4.50 as against $7.70. On a price per 
pound basis for the ship-bottom paint, 21 cents as against 47 cents, 
and 15 cents as against 37 cents. 

Mr. Meaper. May I ask, Captain, is this the American Marine 
Paint Co.? 

Captain Harrison. Yes. That is the only licensee. 

\ir. MgapeEr. So it is not competitive at the present time? 

Captain Harrison. Not within the industry. No. There is just 
one manufacturer making that paint. He is the licensee under the 
patents. 

Mr. Meaper. Can the Navy buy the materials for the paint any 
cheaper than the commercial manufacturer? 

Captain Harrison. I doubt that. Mr. Graham? 

Mr. Grauam. No; it cannot. 

Captain Harrison. I doubt that. I think we are on a par. 

Mr. Mnaper. If this were competitive and there were other licen- 
sees besides just one, do you have any prediction as to whether or not 
that price would go down if there were competitive bidding on the 
paint? 

Captain Harrison. I would expect it to go down. 

Mr. Mraperr. By the way, Admiral, I do not mean to minimize in 
any way the research work of the Government. Some of it has been 
excellent, no doubt, but commercial manufacturers also engage in 
research, and particularly where there is competition in the industry 
they are always trying to find a better product and a cheaper way of 
producing it. 

Is that not true in the paint-manufacturing industry as well as other 
American industry? 

Admiral Manszav. Yes, sir. I think itis. You have to take into 
account the matter of incentive of third parties and, of course, the 
purpose and reason behind the research. Our research stems from 
our desire to improve the operation of the Navy and, of course, main- 
tain its ships and facilities. So we have a very direct interest in the 
development of ship-bottom paint, because we use it. The private 
ship operators should have the same interest, but they may not for 
one reason or another have the desire or facilities, or what not, to get 
into research. Of course, they are not and do not operate plants of 
the same magnitude we do. After all, the Navy, I suppose, is the 
biggest single activity in the United States, if not in the world. So 
that we do have a very great incentive for developing and reducing 
the cost of our product to the taxpayers. 

Mr. Meraper. With respect to security or classified information, 
or some new development which you do not want the enemy to get, 
has it been the Navy’s experience that security controls can be 
instituted in the plants of private manufacturers which are adequate 
to prevent the leakage of information? 

Admiral Mansgav. I think the general answer to that question is 
“Yes.” We have numerous contracts with people—contracts which 
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are of a highly classified nature. Just how effective the security is 
I am not in a position to prove, but based on general experience | 
would say we can get the type of security we need. 

Mr. Mraper. That is, the great bulk of military production is done 
by private American industry’ ? 

Admiral Mansrav. Yes, sir. It is. 

Mr. Meraper. And involving extremely technical and I suppose 
you might say sensitive items. 

As far as we know, generally there has not been too much leakage 
to the enemy on that. Certainly nothing on the order of some of our 
Government activities, like the atomic-energy secret which was 
leaked by such persons as Klaus Fuchs. I mean, I have not happened 
in my own experience to have read of any great leakage of classified 
items from private American manufacturers. 

Admiral Mansravu. No, sir. 

Mr. Meraper. So you would not advance the item of security as 
being an important criterion; would you, Admiral? 

Admiral Mansxav. Iti is one, but I would not say it is overwhelming 
by any means. It does add to ‘the cost, though. It is easier to main- 
tain security in a naval plant than it is in a private one. Of course, 
speaking of constructive costs, about 47 cents a pound for the manu- 
facture of plastic bottom paint in a private plant is the price that the 
company quotes. Of course, there are other costs that might be added 
on to that, because we still have the job of contract administration and 
inspection. In these paints, whereas in Navy manufacture the matter 
of inspection is part of the operation, inspection in a private plant 
would be a pretty heavy bill. I mean, it would be something to 
consider. 

Mr. Meaper. Madam Chairman, in connection with the table that 
has just been referred to in the testimony, I would like, if I might, to 
read a telegram dated May 20, 1953, addressed to the chairman of this 
subcommittee, Mrs. Cecil Harden, which reads as follows: 

We urge that if United States Navy is going to discontinue manufacture of 
other paints they discontinue manufacture of ship-bottom paints also. We have 
large investment in manufacturing rights, know-how and equipment for United 
States approved ship-bottom paints including hot plastics. Any naval require- 
ments beyond our capacity can be realized by paint manufacturers acquiring sub- 
licensing rights from us. Any manufacturers acquiring sublicensing rights from 
us could install necessary equipment and be taught technique within 60 days. 


AMERICAN MARINE Paint Co. 


May I ask, Admiral, is that the same company you have listed in 
the last column on your table here? 

Admiral Mansnavu. Yes, sir. I think it is. I was just looking for 
the letter we received from them. 

Mrs. Harpen. Will the gentleman yield? 

Mr. Meaper. Yes. 

Mrs. Harpen. Does the American Paint Co. sell to private 
concerns? 

Admiral Mansnav. I do not know for sure. I assume they do. 
At least there is no reason why they should not. 

Mrs. Harpen. If so, hasn’t the Government set up a monopoly 
then? 

Admiral Mansrav. I do not think so, Madam Chairman. We did 
have a monopoly because we were the only ones that knew about it 
up until the patent was assigned. The Navy does not hold the patent. 
One Captain Pitre, and I think some people who helped him develop 
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the paint, hold the patent. They have licensed this company to 
manufacture the paint. 

Mrs. Harpren. Do you have any further questions, Mr. Meader? 

Mr. Meaprer. No. I just wanted to ask the Admiral if he had 
listed all of the criteria that he thought should be emploved to dis- 
tinguish between procurement from private sources and the manufac- 
ture by the Navy itself? 

Admiral Mansrav. | would not be so bold as to say I listed them 
all, because the more you think about this subject, the more elements 
enter this picture that you have to think about. 

Mr. Maver. You mentioned the existing source of supply to pro- 
vide the quantity and quality of your requirements; the item of cost. 
You mentioned the item of security, but did not stress it. I do not 
know that you mentioned any others than those three. 

Admiral Manseav. There are many subheads under these major 
heads, of course. One of the considerations is what means we have 
for maintaining a reasonable control over price. If the prices are good 
today, will they continue to be good? 

[ have a particular example in mind there on the subject of rope, 
where during a certain period, or before a certain period, our contract 
prices on rope were a certain high figure, and in a certain short period 
of time the contract prices on rope were very low. Later on the prices 
again became high. 

[ think we do have a means for keeping prices within reasonable 
bounds in our ropewalk operation. At least we have a check against 
it to determine what reasonable prices should be. 

In this respect I do not think the Navy is a bit different from any 
other large corporation—General Motors or Ford. I know in my 
hometown there is a big company. Each of these companies en- 
deavors to set up and maintain some control over the operations that 
are incidental to their main function. I understand, for example, 
although I would not swear to it, that the Ford Co. ers 
some of its paint. I understand that the Homestead Mining Co. i 
my hometown in Lead, S. Dak., operates all of their power. They 
had to free themselves of the railroads and others to be sure they had 
a source of power to keep their operation going. Also they went out 
and bought a coal mine, even though they are in the gold-mining 
business. They are a gold-mining company, but they operate power- 
plants and those things which they feel are necessary to have control 
over their functions. 

Mr. Mraper. I would like to quote, if I can, from testimony 
given to a predecessor to this subcommittee on August 8-18, 1952. 
Mr. Pric e, the Representative from Illinois, was interrogating Colonel 
Libasci. ! 


Mr. Price. Would you build your justification of your spectacle department on 
the basis of cost to the Government, or Army, or on what basis would you put it 
for getting this cost? 

Colonel Linasci. It is not fair to base it on the basis of cost. * * * We call 
in the best civilian people to help us and then we take no profits. But we are not 
here to compete with civilian industries. I am sure the Army could make auto- 
mobiles cheaper than anyone else if we took over General Motors.” 

Mr. Brownson. I certainly reserve my opinion on that point. The experience 
of this subcommittee has not indicated any such trend. 

See p. 126, hearings before a House subcommittee of the Committee on Expenditures in the Executive 


Departments, 82d Cong., 2d sess., August 18-21, 25, and 26, 1952, Field Conferences on Federal Supply 
Management 
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I am just wondering about the position of the Navy and your 
position, Admiral, as to the item of cost. We had testimony from the 
Under Secretary of the Army Johnson and his Deputy, Mr. Pearson, 
which indicated even if the Government could produce something 
cheaper than private industry it was not in line with American 
philosophy for the Government to go into the manufacturing business, 
and that the item of cost should not necessarily be a determining 
factor. Because first of all, there are so many different ways of figure- 
ing cost, and then the Government in the past, in many instances, 
has omitted items of cost that the private producer must include if 
he is to stay in business. When we take away from the private manu- 
facturing industry items which they are capable of making we are 
also cutting down our tax base by that much, and it just is not accord- 
ing to the American way of doing business to have the Government 
conducting business. 

Admiral Mansgav. Yes, sir. 

Mr. Meaper. I wonder if I am stating anything that is near the 
Navy’s philosophy on this subject? 

Admiral Mansgav. I do not think any of us are far apart in that 
philosophy. Even the private operators. I think they sort of lean 
to our direction in certain items. But, of course, we are dealing here 
today with two specific items—rope and paint. They are both in 
operation. We are dealing with the Department of Defense directive 
in which cost is one of the considerations. 

Again I say cost is not the only consideration, and certainly it does 
not control, but it is one which we certainly cannot overlook, par 
ticularly if circumstances have led us into an operation which boils 
down to what premium are we willing to pay to have private enterprise 
manufacture it. 

These items we are talking about of paints are really not competi- 
tive, but they are special paints developed by the Navy for a specific 
use. So it is not a matter of competing with a standard product. It 
is a matter of someone demonstrating or wanting to manufacture for 
us those things we figure we need, and which are somewhat peculiar 
in their nature. 

Mr. Meaper. Might I ask this, Admiral, to see if we can get at 
it from a different angle? Is there something about paintmaking and 
ropemaking which makes it more appropriate for the Navy to engage 
in that business than in electronics, for example? 

Admiral Mansrav. I do not know about that comparison, but I 
know in the items of paint which we have retained that there are 
special paints and special ingredients of quality which have been 
determined by exhaustive tests over the years. Once a paint is 
manufactured you cannot tell exactly what went into it or whether 
or not the proper process was used in mixing. You can determine 
whether or not you got the item of quality by going through the same 
lengthy tests, which take a matter of years. 

When we know a paint is exactly what we need, or it is the best of 
that that we can get, and it has been tested, then it seems to me we 
should continue to use that paint. If private enterprise could manu- 
facture that paint for us at the same cost and if we were assured of 
getting a uniform product then that paint would not appear on that 
list of 28. 
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One important part of the Secretary’s directive in specifying these 
28 grades of paint is that we in the Bureau of Ships will review that 
list from time to time and may add or subtract from that list, depend- 
ing ON our experience with procurement in private enterprise all of 
these other paints which they are now going to furnish us. 

Mr. Muaper. That is all. 

Admiral Mansnav. It is a matter of testing and cost inspection 
and ability or inability to provide the necessary inspectors at the 
plants to get the product we need. That is something we must con- 
sider in the element of cost. 

Mr. Muapver. That is all I have. 

Mrs. Harpgen. Mr. Brooks, have you any questions? 

Mr. Brooks. I want to apologize for being late, Madam Chairman, 
and to you also, Admiral, for being late, but I have just a couple of 
questions. I think they would apply to most of the Government 
operations, 

First, did I understand you to say just a moment ago it depends on 
what premium we are willing to pay to have private enterprise? 

Admiral Mansgau. I say when we get into the matter of cost, if 
that becomes one of the important considerations, or the matter of 
the source of supply, then sooner or later we get into the question of 
what premium or what price we want to pay to develop this source or 
have private enterprise make this product. 

Mr. Brooks. By that do you think it would cost more money 
to have private enterprise manufacture paint to your specifications 
than it does for the Navy to manufacture the paint to your own 
specifications? 

Admiral MaNnsEAv. On the 28 items we retained the record shows 
we can manufacture them more cheaply. And the overwhelming 
consideration there is the matter of the quality of our product and 
assurance of uniformity. 

Mr. Brooks. Do you feel that the paint people would charge you 
more money than you can make those 28 items for, Admiral? 

Admiral Mansgav. I would say this: That the cost study made 
by the cost inspector shows that the manufacture of those paints at 
Norfolk and Mare Island—the cost is less than for the same paints 
manufactured commercially. 

Mr. Brooks. In your cost figures are you including all of the costs 
that they will have included? 

Admiral Mansgav. I think the record will show all of that testi- 
mony already. 

Mr. Brooxs. One other question. You seemed to indicate some 
lack of faith in the paint manufacturers. We heard this same sort 
of testimony about the coffee roasting projects. They told us after 
the coffee is made you cannot tell whether it is good or bad unless 
you brew a cup—you cannot tell whether they used No. 4 or No. 2 
beans. 

After the paint is made, you say there is some difficulty in deter- 
mining what the component parts are. I wonder, do you have that 
same lack of faith in private paint manufacturers that the coffee 
roasting man, Mr. Chapman, had in the coffee roasters? 

Admiral MansEav. First, I do not have any lack of faith in them. 
I heard that testimony on coffee and I think it was a little bit un- 
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fortunate. I do not think that was intended, but I do not have any 
lack of faith. It is just that we cannot determine ahead of time who 
is going to get the contract. The control must be retained over the 
manufacturing process. It is something that we have a very close 
eye on in our own paint factories, which “would be difficult to observe 
in a private operator’s plant. Differences of opinion as to what is 
needed, and why, can lead to differences in the product. 

I do not think that the matter of faith enters into it at all. At 
least I had nothing to so indicate. But when we get on that subject | 
would rather have Captain Harrison and Mr. Graham answer those 
questions. 

I have one example here that shows what happened in the past on 
those paints we procured from private industry, which list has now 
been extended. But even on the list we had heretofore, for example, 
the number of samples tested was 2,183 tested at the naval shipyard 
New York laboratory. The samples meeting specifications—this is 
after the fact—1,768, which is 81 percent of the samples meeting the 
specifications. 

Mr. Brooks. Ninteen percent were apparently defective? 

Admiral Mansreavu. Marginal samples, 5 percent; samples rejected 
outright, 14 percent. 

Mr. Brooks. That is exactly the same percentage of bad coffee— 
14 percent. Isn’t that right? That’s what it says: 14 percent of the 
coffee they had bought from private roasters was made up into bad 
coffee. 

Admiral Manseav. I am not saying that, sir. I will say out of 
New York, Philadelphia, Norfolk, Mare Island, the figure turns out 
to be 13 percent. 

Mr. Brooks. There is a difference of 1 percent. Well, sir, the basic 
question I am getting down to is this: You do not feel if you draw up 
your specifications that the paint manufacturers will follow them 
closely enough. Is that your fear? Or that they will deliberately 
change them, or that they do not understand the specifications? 
What is the difficulty in the professional paint industry manufacturing 
paint according to specifications? 

Admiral Mansnavu. Mr. Graham, would you answer that, please? 

Mr. Grauam. I suspect the general paint manufacturer in the first 
place takes the business at a very low cost above actual manufacturing 
cost and he, in trying to eke a profit out of this particular procurement, 
cuts corners, with consequent disaster if you apply rigid inspection 
procedures. 

Mr. Brooks. That was called sharp practices in coffee roasting. 
It is a pattern and I am wondering, sir, if, as I suggested in the coffee- 
roasting business, you could not have competent inspectors to break 
a few of these people who would, as you say, cut corners. Why could 
you not have competent inspectors check at the plant? If that is not 
feasible and you do not have the staff for that, why could you not 
have the paint tested at the present testing laboratories—which no 
one ever suggested the Navy do away with? Test the paint that is 
made, and if it does not meet up with specifications according to your 
original contract, ship it all back to them and do not pay them a dime. 
. Mr. Granam. That is pretty much what we do. 

Mr. Brooks. Then what would be wrong with letting them do it, 
check the paint, and if it does not meet specifications pay them 
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nothing and send it back to them? The Government will lose nothing 
it time and you will make honest men out of the few paint producers 
who would attempt to cut corners in such a way. 

Mr. GrauaM. Sometimes time is of the essence and you need paint 
for a particular job. 

Mr. Brooks. Time would be of the essence? 

Mr. Grawam. Yes, sir. 

Mr. Brooks. I could see where it would be on occasion, where you 
could not anticipate your paint needs long enough in advance to give 
them the opportunity to run through a batch, check it and have them 
do it over again if it was bad. 

Mr. Granam. That is one of the advantages of having your own 
paint factory in your own backyard. 

Mr. Brooks. You never make those same mistakes? 

Mr. Granam. No, sir. 

Mr. Brooks. I have no further questions. 

Mrs. Harpren. Mr. Hillelson. 

Mr. Hinuexson. I have just two points. 

Admiral, how much paint does the Navy use a year? 

Admiral Mansnav. I do not have that at my fingertips, but Mr. 
Graham can you give me how much paint the Navy uses per year? 

Mr. Granam. About 10 million gallons. 

Commander Hotcomss. I have an annual rundown from April 1, 
1952, to March 30, 1953, which shows gallonwise some 6,677,000 
gallons, with a value of approximately $13,551,000. It has been 
pointed out in previous testimony that that figure will vary from 
year to year and from time to time, due to the fleet population and 
the programs involved, and that sort of thing. 

Mr. Hitieison. I appreciate that, but that was for a 1-year period. 
Is that right? 

Commander Hotcomsr. Yes, sir. April 1, 1952, to March 30, 1953. 

Mr. Hiiutetson. You say that the amount used for that period is 
a little over 6% million gallons? 

Commander Houcomsr. Yes, sir. 

Mr. Hititetson. And the cost is around $13 million, vou say? 

Commander Hotcomsn, That is correct. $13,500,000. 

Mr. Hiiuetson. And that is the amount of paint used by the Navy 
for 1 year? 

Commander Hotcomss. Yes, sir. 

Admiral Manszav. I would like to check that, if you will. It 
sounds more like the amount manufactured. 

Mrs. Harpen. Will the gentleman yield? 

Mr. Hinueson. Yes. 

Mrs. Harpen. I had that question in mind. What percent of the 
total paint manufactured in the United States is produced at the 
Navy plant? 

Captain Harrison. This, Madam Chairman, is in dollars. This 
is the industry production curve from 1946. The Navy figures from 
1948. This runs about 1 percent of the industry, and as a result of 
our reduction to 28 grades of paint we will come down to about one- 
half of 1 percent of the industry’s production. 

Mr. Hituietson. Of what the industry produces? 

Captain Harrison. Yes. 
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Mr. Hitietson. What I am trying to get at here is that you use 
over 6% million gallons a year. Out of that how much do you 
manufacture? 

Admiral Mansgav. If that figure of 6% million is correct. 

Mr. Hituexson. If itis. Yes. 

Admiral Mansreavu. We will manufacture just about all of it be- 
cause I have a report from Norfolk and Mare Island for 1952 which 
shows 6,250,000 gallons of paint and varnish were manufactured. 

Mr. Hriuetson. In other words, that would cost you on the average 
of around $2 a gallon. Is that correct? 

Admiral Mansgeavu. That would be about it. 

Mr. Hiiuetson. And that does not count depreciation? 

Admiral Mansrav. I do not know whether the figures quoted there 
are stock prices that do not carry all of the elements of cost or not. 

Mr. Hitietson. Let us put it this way: How much money was 
appropriated by the Government to the Navy for the purchase of 
paint? 

Commander Houtcomsge. It is not out of appropriated funds, but 
financed out of Navy stock funds, which is a revolving fund. 

Mr. Hiuuetson. There is no way you could designate it then? 

Commander Hotcomse. To tie it into appropriated funds? 

Mr. Hituetson. Yes. In other words, let us say you get $100 
million. Let us say you get that for your entire appropriation for a 
given year. You do not take $1 million of that money and say it will 
be used for paint? 

Commander Hotcomss. No, sir. On paint requirements the stock 
levels are determined by computations based on past replenishments 
from time to time. There are four reviews a year of stock of paint 
and other items which are determined on the basis of past usage as to 
how much you have coming in and how much obligation you have. 

Mr. Himetson. What is this figure of $13,500,000? Where do 
you get that? 

Commander Hotcomsr. From the General Stores Supply Office, 
which would be the items sold to the general stores supply system. 
There may be other Bureau of Ships requirements. 

Mr. Hiutetson. That is actually the amount of money used in 
appropriations for the paint. Is that correct? 

Commander Houcomse. It was the amount drawn to the Bureau 
of Ships, which would be from appropriated funds. 

Mr. Hituietson. That does not mean you would count depreciation 
in there? 

Commander Hotcomse. In the price of the naval stock fund items? 
That is an average price related usually to the cost of reprocurement. 
In other words, the pricing policy is such that if you are paying 38 
cents a pound then you would attempt to maintain your price struc- 
ture to reflect current replacement. 

Mr. Hiuiexson. As I say, would that include depreciation on your 
plant? 

Commander Hotcomse. For the most part, for most items, it is 
actual procurement price plus transportation to first destination. 

Mr. Hituetson. It includes transportation cost also? 

Commander Hotcomse. To first destination. 

Mr. Hritie son. But you say you do not know whether it includes 
depreciation? 
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Commander Hotcomsg. For most items since we are buying most 
items commercially. 

Mr. Hinieuson. I am speaking of paint now. 

Commander Ho.tcomse. That would include whatever procure- 
ment was done plus the price of manufacture. I do not believe it 
would include all constructive costs in this price. 

Mr. Hruuextson. In other words, there are additional costs that 
are not listed in this figure? That would be true, would it not? 

Commander Hotcomsp. For the percent of naval manufacture. 

Mr. H1ruuexson. Yes. 

Commander Hotcomse. But they have been taken into account 
in the cost analysis. 

Mr. Hitue son. I am not concerned with that right now. This 
$13,500,000 does not include replacement costs for the maintenance 
of the paintshop, or paint manufacturing company that you operate? 

Commander Houcomss. No, sir. Not to my certain knowledge. 

Mr. H1ituextson. In other words, there would be an additional cost 
over the $13,500,000? 

Commander Houcomse. If you wanted to put in all constructive 
costs. Bear in mind to do that you would have employed nonexistent 
costs, such as taxes and insurance and depreciation, which our cost 
system does not reflect. 

Mr. Hitievson. I am speaking of the replacement of the paint 
plant. 

Commander Hotcomsr. Yes. It would have to have constructive 
costs in it, but I say our accounting requirements are not such we 
have to take it in. 

Mr. Hiuuextson. I appreciate that. And it would include also 
supervision and many other things? 

Commander Hoxtcomss. Yes. 

Mr. Hititeison. Now, whether the Navy adheres to cost account- 
ing as I know it, or not, I do not know, but as to a regular cost account- 
ing there would be additional costs over the $13,500,000. 

Commander Hotcomss. For the percent of the paint obtained in 
naval manufacture? 

Mr. Hittieison. Yes. 

Commander Hotcomssr. Actually, I have some detail that indicates 
only 38 percent of it is from naval manufacture during one period in 
which I took a check on it. So for the other 60 or 62 percent then all 
of these constructive costs you point out would enter, because it was 
commercially made. 

Mr. Hitiexson. But in this case you have 95 percent, in this given 
period of time, where the Navy furnished 95 percent of their own paint 
for this given period. Is that not correct, Admiral? 

Admiral Mamsrav. If those figures are correct. 

Commander Hotcomssg. It would be possible for BuShips programs 
to be furnished directly from manufacture and would not clear from 
the general stores supply system. Paint for all uses for the Navy 
would be drawn from the Navy stores, whereas some of the BuShips 
requirements might have been filled from manufacture. 

Mr. Hittetson. How would that be? 

Commander Hotcomss. If they were in Norfolk they might draw 
their paint requirements from the paintshop rather than through 





1074 COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 


general stores. I am trying to account for the differences between 
what we spent to the Bureau of Ships and the general stores. 

Mr. Hititetson. That would be reflected somewhere, that is, the 
paints they secured. Is that right? 

Commander Houcomse. I should think so. 

Mr. Hiriuietson. You say that that might not be in this overall 
picture of 6% million gallons? 

Commander Hoxicomse. 6}; million gallons is the figure I have for 
the annual period requirements, but as the admiral pointed out, he 
believes this figure is for manufacture rather than for total procure- 
ment. 

Mr. Hitietson. I am at a loss. I do not quite follow you. 

In other words, if this is purely the amount of paint you manu- 
facture how would you know what other paint you purchase? 

Commander Hotcomsr. The General Stores Supply Office has two 
sources of paint. One is the regular commercial sources, which | 
checked sometime back in April and percentagewise I recall it runs 
sixty-some percent paint that they bought. The other source of 
procurement is paint from naval manufacture which they obtain 
through Norfolk and Mare Island, which are two points we manu- 
facture paint at. 

Mr. Hituetson. The amounts you procure outside of your own 
paint manufacturing shops are not included in this figure you gave me. 
Is that correct? 

Commander Hotcomss. As the admiral pointed out, I do not have 
the figures on total Navy requirements, as such. It may be that was 
just for manufacture. That detail could be developed and furnished 
you, if you want it. The exact amount procured for purchase from 
commercial sources and the total amount obtained from Navy manu- 
facture could be furnished you. It is a detail I could get and furnish 
the committee. (See p. 1079.) 

Mr. Hituiexson. I am a little confused here. 6% million gallons of 
paint does not reflect the total amount of paint nsed. Is that right? 

Commander Hotcomse. I am not certain of that figure, as to 
whether it is the total or not. 

Mr. Hituetson. Is it close? 

Commander Hotcomse. I am not in a position to say. As I say, 
I can furnish that detail for you from various sources. 

Mr. Hittetson. How much money did you spend on paint last 
year? Do you have any figure? 

Commander Hotcomse. Yes, sir. 

Mr. Hitietson. How much? 

Commander Hotcomser. That was the $13 million that I quoted. 

Mr. Hiutietson. Does that include paint you procured outside the 
paintshops also? 

Commander Houcomser. That was my understanding, although 
apparently there is a question as to whether or not that was the total 
Navy requirement. 

Mr. Hitietson. Does that include paint furnished to other 
Departments? 

Commander Hotcomse. I am not certain, sir. There are always 
some transfers and sales to other Departments. 

Mr. Hiiietson. What I mean is, when you manufacture the paint 
and transfer it and sell it to another department, how do you handle 
that? 
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Commander Hotcomse. It is a transfer with reimbursement. 

Mr. Hitietson. Does that show in these figures? 

Commander Hoicomse. It would, I should think. Yes, sir. 

Mr. Hituetson. In other words, part of the paint you manufacture 
that might have been sold to another agency or bureau or depart- 
ment—— 

Commander Hotcomse. To my certain knowledge there are no 
appreciable volumes of such transactions. In other words, we are 
not attempting to furnish paint—— 

Mr. Hituetson. But that would be included in these figures if 
they were correct? 

Commander Hotcomss. I believe so. Yes, sir. It would be a 
sale and would be reflected as a sale. There would have to be indi- 
vidual analysis if you transferred it, say, to other departments. You 
would have to analyze all of your transactions to determine the 
amount. I believe the amount would be small. 

Mr. Hitueuson. I would appreciate it, Commander, if you would 
furnish the committee with the number of gallons of paint that were 
used during that period and whether they were procured or manu- 
factured by the Navy, and then a breakdown as to what was manu- 
factured and what was procured. (See p. 1079.) 

Commander Hotcomse. Well, I have a rough approximation for 
1952, which indicated there was a split of approximately 38 percent 
by manufacture and 60 to 62 percent from commercial procurement. 

Mr. Hrtietson. What was the difference in the cost? 

Commander Hoicomsgz. | am glad you asked that. The cost had 
been analyzed in this diagram here. However, the cost of Navy 
manufacture has to take into account the fact that in the past at least 
the Navy has had to procure at least a portion of their raw material— 
this is on paint now, and essentially on paint now—there is no spread, 
I do not believe, in the raw material; but on rope, which has come up, 
we have obtained some of our raw material from the national stock- 
pile of the General Services Administration, in which for various 
periods of time the stockpile price or raw fiber was higher than the 
current market, and to that extent our cost figures have had to be 
reflected to adjust the true cost. 

But on paint I do not believe there has been an analysis that indi- 
cates there is a spread between our raw cost and what the industry 
might experience. 

Mr. Hitietson. For example, you manufactured 38 percent of your 
requirement for 1952? 

Commander Hotcomsz. Yes. 

Mr. HiuuteLson. How much money did that cost you? 

Commander Houcomss. I do not have that cost figure. I believe 
Captain Harrison here has an analysis of the cost study which indicates 
the difference between it. 

Mr. Hruuetson. I just want round figures. Was it $10 million, or 
$2 million, or what? For the 38 percent, I mean. 

Admiral Mansnav. We have a number of statistics here that we 
thought we might need. Iam pretty sure we have some of the answers 
here. If we could develop some other point perhaps CaptainHarrison 
could find the figures that would answer the question approximately, 
but I would like to have the opportunity of really knowing what we 
are talking about and producing the figures later for the committee. 
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Mr. Hiuietson. That is what I do not quite follow. There seems 
to be a little confusion. In other words, the statement was made that 
a little over 6% million gallons were used by the Navy for a given 
period of a year, and the cost was $13,500,000. Then we come back 
to 1952 and say that 38 percent of the amount used was manufactured 
by the Navy and 62 percent was procured outside of the Navy. 

Commander Hotcomser. That is on paint or rope? 

Mr. Hitiexson. Paint. 

Commander Hotcomse. I confused you, sir. I misquoted you 
on that. That differential is on rope. 

Mr. Hititetson. What is the differential on the paint? 

Commander Houtcomsg. I do not have that detail. I can furnish 
it to you if Captain Harrison does not have it here. You want the 
analysis between total gallons used in the Navy and how much was 
manufactured and how much was procured from commercial sources? 
(See p. 1079.) 

Mr. Hriietson. And the cost on each. 

Commander Hotcomsr. When you get into cost you run into 
time lags. At one place at one time we would be buying 

Mr. Hituetson. The cost of the paint you used during that period 
for which you paid for it. Do you mean 60 or 90 days? 

Commander Houtcomses. No, sir. What I am getting at here is 
to have a fair comparison you would have to be buying and making 
the same grade of paint at the same time. 

Mr. Hitiexson. I appreciate that. In other words, some paint 
is cheaper than other paint. 

Commander Hoicomss. The cost will vary too on procurement. 
In other words, at one time and place, for example, on a certain type 
and grade you will get a difference between paint prices. 

Mr. Hiiietson. Where is that? 

Commander Hotcomss. That is the current market situation. 

Mr. Hitietson. You mean paint goes up and down like that? 

Commander Hotcomss. I am not an expert on paint, but in every 
commodity there is some market fluctuation. 

Mr. Hiuierson. I appreciate there is a fluctuation. 

Commander Hotcomse. In a comparison between what we make 
and what we buy you have to buy essentially the same quantities 
and types and grades as you are making. 

Mr. Hitietson. But the point is, if the raw materials or the mate- 
rials used to make the paint go up in the paint you buy in the open 
market, so would the cost of your manufactured paint go up at the 
same time or go down at the same time. Is that not correct? 

Commander Hotcomss. Yes, sir. If you were making the same 
grades and types at the same time. Although you can see from 
practice it would be unlikely you would be buying and making paint 
at the same time. So the comparison here is difficult because you are 
not buying and making that same type of formula. 

Mr. Hitietson. On this chart you have there, is that the only 
paint you have that analysis on, or do you have it on the other 21 
types? I understand there are 28 types you manufacture? 

Admiral Mansnav. That is correct. There are 28 we manufacture 
as of the issuance of the Secretary’s directive. 

Mr. Hrtierson. And you picked those seven as examples. Why? 

Admiral Mansrav. We picked what? 





COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 1()77 


Mr. Hriuevtson. You have seven examples. 

Admiral Mansgavu. Yes. The firstchart. That was on the specific 
subject of ship-bottom paints. (See p. 1079.) 

Mr. Hituietson. That is the only paint then under question as to 
the fact that the Navy can manufacture more cheaply and have it 
available? 

Admiral Manseavu. There is that one, plus the remainder of the 
28 items. 

Mr. Hituevson. They are all concerned in the same category. Is 
that right? 

Admiral Mansgav. Yes, sir. They are concerned on the basis of 
cost; on the basis of getting paint requirements as to quality from 
commercial sources. 

Mr. Hititetson. What I am trying to get at is why were those 7 
taken and not all 28? 

Admiral Mansgavu. Those seven were taken because we do have a 
letter from the American Marine Paint Co. wherein they gave us the 
price they are willing to sell us their paints for, and these are the paints 
we manufacture, so we have something specific there. 

Mr. Hitueison. The other 21 are not commercially manufactured? 

Admiral Mansgav. In other words, the paints we have on our list 
are not of standard commercial manufacture. They are not stocked 
by anyone. 

Mr. Hitiextson. And those are the only seven you could even get 
a quotation on? 

Admiral Mansgavu. We have some others to cite as examples. 
This touches on one of the questions you asked Commander Hol- 
combe about other paint requirements and uses. The Bureau of 
Ships has a lot of its work done on private contract. The private 
contractors buy their own paints from wherever they want to buy it, 
providing it comes reasonably close to our specifications. We are not 
too particular because during the building period painting is required 
only for short-time preservation, because later on it will all be replaced 
by a Navy standard paint. The way we happen to get to those prices 
there, is we have some ships that are under overhaul in private yards 
on the west coast, and in line with the spirit of the Secretary’s policy 
it appeared to us the proper way to carry it out would be to have the 
American Marine Paint Co. sell the paint to the contractor contracting 
with the Navy, of course if the contractor wanted to buy it from him. 
We will eventually pay the bill. 

So the question arose as to whether we would have Navy paint 
furnished the contractor for painting the ships bottoms, or whether 
we would suggest he buy from a private contractor. 

The quotations were requested from the American Marine Paint 
Co. and they came up with these prices. So we were immediately 
faced with the question as to whether to tell the contractor he would 
have to go out and buy his own paint at that very high price, or 
whether we would furnish paint out of the Navy standard stocks. 
That is how we received those specific figures. 

Mr. Hituextson. Is that price of the American Marine Paint Co. 
a l-gallon figure, or based on quantities? 

Admiral Mansnavu. It isona minimum quantity. He says formula 
No. 14, for example, $3.85 a gallon, minimum quantity 5 gallons. 

Mr. Hitutetson. And what would it be for 100 gallons? 








r) 
* 
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Admiral Manseav. He does not give that. He says: 


On direct sales to the Government we would elect to quote special prices in the 
event the Government were to desire a substantial quantity of these coatings. 
He says that there would be considerable savings. 

Mr. Hitiexson. In other words, it would be far cheaper if you were 
going to buy 100 gallons instead of 5 gallons? 

Admiral Mansxav. I presume it would. 

Mr. Hiuuevson. In other words, that is not actually an accurate 
comparison then, is it? 

Admiral Mansrav. It is accurate for what we have. Beyond that, 
of course, there are all sorts of situations and cases that would arise. 

Mr. Hituetson. In other words, how many gallons of formula 14 
do you use a year? 

Admiral Manseav. I do not have that at my fingertips. Mr. 
Graham, do you have that? 

(See letter from Admiral Manseau to subcommittee chairman, 
dated August 1, 1953, and chart, p. 1011.) 

With the permission of the committee, I will furnish that later. 

Mr. Hituetson. The reason I am requesting it is that if we knew 
how many gallons of No. 14 formula you used then we would see how 
much the American Paint Co. could furnish it for for the same number 
of gallons for that same period. I think it would be a better compari- 
son than the figures you have here. 

Admiral Manseav. If we had his figures for a higher quantity we 
could make the comparison. But we would not presume to make it 
without that. I know his operation is not very large, and I have a 
suspicion if he could have quoted prices which were appreciably lower 
than these for larger quantities 

Mr. Hititevson. Most wholesalers always quote you in the smallest 
quantity. Then they have a quantity price also. At least that has 
been my experience in business. Just take those seven. If you could 
do that for us and show us the number of gallons the Navy used in 
each one of those and then see if you could get a quantity price from 
American Paint Co. as to how much it would cost you on that basis, 
I think that would be a little more reasonable comparison. Do you 
not think so, Madam Chairman? 

Mrs. Harpen. Yes, I do. 

Mr. Hiuxexson. I would like also to see if you can give us the in- 
formation as to this 38 and 62 percent. 

Commander Houtcomse. That is off. That is on rope. I have 
about three analyses in front of me, and that is on rope. 

Mr. Hitietson. What is the paint percentage? 

Commander Hotcomsg. I do not have it in front of me on the 
percentage figure. There is a question in my mind as to whether this 
figure I quoted you includes—— 

Mr. Hiuieitson. Can you get me the percentage? 

Commander Hotcomser. Yes, sir. Gallons and dollars? 

Mr. Hitiexson. Yes, sir. The cost and the actual gallons. 

Commander Ho.tcomss. Yes, sir. Manufacturing and procure- 
ment. 

Mr. Hitietson. All right, sir. 

Mrs. Harpen. You will furnish us that infor nation? 

Commander Houtcomse. Yes. 

(See pp. 1101 and 1102.) 
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Mrs. Harpen. And Admiral Manseau, will you please furnish the 
committee the diagram and the charts for the record? 

\dmiral Manszavu. Yes, ma’am. 

Following is the information requested: ) 


rEMENT BY THE Navy, IN Respect TO THE Navy’s CoorDINATING RESPONS!- 
LITY FOR MILITARY SPECIFICATIONS COVERING PAINTS AND ALLIED Propucrs 
s PART OF THE SINGLY SERVICE PROCUREMENT ASSIGNMENT OF PAINTS TO 


gE Navy 


lhe Bureau of Ships was assigned on January 27, 1949, by the Secretary of the 
the coordinating responsibility for military specifications covering paints 
| allied products, as part of the single-service procurement assignment of paints 
the Navy. This means that the Bureau of Ships must be sure that the require 
nts in military specifications for paints and allied products are reasonable, that 
ere has been the greatest possible degree of standardization effected among the 
tary services for the commodity in question, and last but not least, the interests 
the Government have been fully protected. 
lhe Navy holds membership on the Federal Specifications Technical Committee 
Paint. One representative from the Bureau of Ships, Bureau of Yards and 
locks and the Bureau of Aeronautics is serving on this committee which has 
risdiction over approximately 140 specifications for paints and similar material. 


Cost of sh p-bottom paints Jan. 20, 1951 June 19, 


{Chart exhibited at hearing 


na 
sppropri- 
ations 


$0. 0778 | $s gallon 
0747 3 | $3.85 per gallon 
0832 7 $6.55 per gallon 
O847 7 | 
0961 5 $7.70 per gallon. 
0071 1‘ 47 cent per pound. 
Q0V5 1527 37 cents per pound 


l-ball mills 


mills 


A bove indicates that comparable Navy costs are below price quoted by American Paint Co 


Quantity oF Paint UsED BY THE NAVY AND THE SOURCE OF SuPPLyY 


This can best be answered by showing the procurements for Navy use by 
General Stores Supply Office, and Aviation Supply Office for the past 5 calendar 
ears, as per the table below. The figures in the table do not include such 
juantities of paint as may have been procured commercially locally and charged 
»end use, or paints which may have been procured commercially by contractors 
for use on Navy ships or other material. There is no known way of readily 
btaining or estimating purchases made not under control of GSSO or ASO. 
Individual purchases would necessarily be small, however, in the aggregate 
hey may or may not be significant. 


Year Source of manufacture 


448 | Commercial . jomiea =e - , 547, 291 
Navy 3, 192, 186 
Commercial , 933, 597 
Navy ‘ 3, 091, 979 
Commercial... ‘ 842, 339 
Navy 5, 292, 033 
Commercial ; 2 
Navy. 

Commercial 
Navy 
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DOLLAR VALUE OF PAINT AND RELATED PRODUCTS 
PRIVATE PLANTS - NAVAL SHIPYARDS 


(DOLLARS ) 


8 


Chart exhibited at hearing 27 July 1953 
by Captain R.E.W,Harrison, USN 
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be 
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WAVAL SHIPYARDS 
ataieiinnseeenieneenteli tenia ae 
° 
1986 1947 198 19%9 1950 1951 1952 
*Census Bureau data adjusted by National Paint, Varnish and Lacquer Assocation. 
**Date based on gallons of production multiplied by unit cost of $2.20 per gallon as 


determined by GS50. 
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INSPECTION EXPERIENCE ON MAINTENANCE PRIMER, FormMULA 116; WasnH 
PRIMER, FoRMULA 117; AND Haze Gray Patnt, Formuia 5-H 


In response to Congressman Pilcher’s inquiry about the inspection experience 

maintenance primer, Formula 116; wash primer, Formula 117; and haze gray 

paint, Formula 5-H; the following tabulated information has been obtained from 
e Navy Paint Laboratories. These data cover the period fiscal year 1953: 


wali Formula 116 Formula 117 Formula 5-H 
Shipyard Spec. MIL-P-17545 | Spec. MIL-C-15328 | Spee. MIL-P-15130 
Mare Island: 

Samples a 1 17 9 
Conform paul 1 6 4 
Marginal ee 0 5 | 3 
Rejectable 4 . 7 0 6 2 

ew York 

Samples - - - sqdacspe eoseuce 0 21 | 15 
Conform 0 21 14 
Marginal. -.-- 0 0 0 
Rejectable bie 0 0 l 

Norfolk 

Samples hbk deep eindes / 0 6 14 
Conform 0 5 6 
Marginal. -- . G 0 1 4 
Rejectable - . 0 0 { 

Philadelphia: 

Samples ws _ 3 196 33 
Conform 3 115 10 
Marginal - - - -- 0 30 7 
Rejectable -.---- | 0 51 16 

Summation: | 

l'‘otal number of samples__.._...- 4 240 71 

Total conform. - - 4 147 34 

Total marginal... r 0 | 36 14 

Total rejectable ie 0 | 57 23 


The very small number of inspection samples of maintenance primer, Formula 
116, is due to the newness of the product as a Navy standard. Until March 27, 
1953, there was no military specification for this item. Consequently, its use was 
confined to quantities available from standard stock produced by the Navy paint 
factories. 


PROCUREMENT ON MAINTENANCE PRIMER, FormMULA 116; WasHh Primer, For- 
MULA 117; aND Haze Gray Paint, Formuia 5-H 


In response to Congressman Pilcher’s inquiry about the procurement from 
commercial sources of maintenance primer, Formula 116; wash primer, Formula 
117; and haze gray paint, Formula 5-H; the following data are submitted. These 
data cover the period fiscal year 1953: 


Formula 116 Spec. Formula 117 Spec. Formula 5-H Spex 
MIL-P-17545 MIL-C-15328 MIL-P-1513¢ 
Gallons Gallons Gallons 
Manufactured at naval shipyards 44, 696 96, 510 534, 46 
J ired from commercial sources 0 $7, 500 ( 


In addition, a report from General Stores Supply Office shows the only com- 
mercial procurement of the above paints during the years 1948-52 to have been: 
haze gray, 70,000 gallons; cost: $112,000 in 1948, 

Wash primer in the amount of 170,800 gallons, at a cost of $387,610 was bought 
in the years 1950, 1951 and 1952, 

Mrs. Harpen. Is there anything else, Mr. Hillelson? 

Mr. Hruietson. That is all. 

Mrs. Harpen. Mr. Pilcher, have you any questions? 

Mr. Pitcner. Yes, Ma’am. 

Admiral Manseau, I want the record to show I am not for or against 
the Navy or any branch of the military, but due to past and present 


35810—54—pt. 3-8 
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wars and preparation for possible future war, the military has grown 
so large that it is just like an octopus. Its legs are sticking out into 
every “branch of Government, and after all, private industry, directly 
and indirectly, is the one that pays the bills. 

With your philosophy as to standards and quality you could go 
into any item that the military uses. For instances, food. I know 
you are as interested in whet your boys eat as you are in the paint 
that goes into the ships. You could say that 14 percent of your meat 
was not up to standard, and that would give you the right to go into 
the packing house business right then, or any number of other items. 

It is no connivance of the military. I am not one who says the 
military is trying to take over something. But as you get out to the 
small-business man and see the different items that the military manu- 
factures and makes in direct competition with private business, it 
has our citizenry alarmed. 

| believe that top-notch military men should start analyzing that. 
I do not argue that you cannot manufacture. You can produce your 
meat and your paint, and you can manufacture it all with the machin- 
ery and the amount of money you have to buy that for—I expect even 
cheaper. But if you get into all of this business, who is going to be 
left to pay the taxes? 

To get back to paint, I understand the Navy is reducing the number 
of items of paint it will manufacture from approximately 150 to 28. 
Is that correct? 

Admiral Mansrav. That is correct. 

Mr. Prucuer. I have a letter from one of my constituents which 
says, and I quote: 

I would venture that this list (28 items) would include 90 percent of the total 
paint used inside and outside of Naval vessels. 

What is your reaction to this statement by the William Armstrong 
Smith Paint Manufacturing Co. of Atlanta, Ga.? 

Admiral Manseav. It is roughly the amount of paint that we have 
subtracted from our list. It is a little over half of the total amount 
that has been manufactured in the past. 

Mr. Pitcuer. In other words, these 28 items, according to your 
testimony, would be about 50 percent of what you have been manu- 
facturing? 

Admiral Mansrav. Yes, sir. It would be less than 50 percent 
actually, but 50 percent is close. And out of that one-third of that is 
bottom paint, namely, the plastic antifouling bottom paint. 

Mr. Prucuer. In this list of 28 items I understand there are three, 
namely; first, pretreatment wash primer, formula 117; maintenance 
primer, formula 116; and haze gray, formula No. 5-H, which con- 
stitute about 76 percent of the production of Mare Island, and about 
50 percent of the production at Norfolk. Is that statement correct? 

Admiral MansrEavu. I would not be too sure, but I do not think it 
is, because the largest single item manufactured at both those yards 
is the plastic antifouling paint—the underbottom paint. 

Mr. Hrixiietson. Are all of these plastic paints? (Pointing to 
chart.) 

Admiral Mansnavu. They are all bottom paints applied to the 
bottom. Some are cold and some are hot plastic. 

Mr. Hituextson. But they are all ship-bottom paint? 
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\dmiral Mansgav. Yes. 

Mr. Prrcurer. Will you furnish this committee percentage of these 
three paints manufactured at Norfolk and Mare Island’? 

\dmiral Mansgav. Yes, sir. I will furnish it for the record. 

e p. 1081) 

Mr. Pircrer. Has any one of these three items ever been manu- 

actured for the Navy by commercial concerns? 

Admiral Manseav. I cannot furnish that. Maybe one of my 
assistants has that. . 

Mr. Granam. They have been, if you count in the private ship- 
vards. 

Mr. Pitcuer. In other words, private industry has furnished all 
three of those items? 

Mr. Granam. That is right. 

Mr. Prtcner. Do you know whether they were satisfactory or not? 

Mr. GranaM. That is pretty hard to say. You have to judge it on 
individual cases. There have been satisfactory — 

Mr. Prrcaer. You had specifications for all three of these items? 

\{(r. Granam. Yes, sir. 

\ir. Prrcner. And any private manufacturer could get these 
pecifications. ‘There is no use answering that question. 

[ was going to ask you, Do you not think it would be better for 
private industry to manufacture these items? However, your 
testimony has already proven you think you can do a better job. 

Admiral Manseav. As I say, we have reviewed this list and it is 
my job to review it periodically to determine whether or not we 
should reduce it or enlarge it. 

Mr. Pircuer. Let me ask you another question. In 1946 the 
Navy issued a list of 21 items to which they would be limited in the 
manufacture of paint. Last fall it was revealed the Navy was then 
making 150 items. What assurance is there that you are now going 
to cut it down to 28? 

Admiral Mansrav. A lot of changes took place between 1946 and 
now. I would not swear that changes will not take place in the 
future that might indicate otherwise. 

Mr. Pircuer. Here, gentlemen, is what the situation is. This 
committee will leave here, records will go into the files, the Navy 
will continue to operate, and this Congress will put some strings on 
or get a little tighter on this matter—it is just human nature. | 
would do the same thing, I expect. But you fellows are going to 
have to help us look at every side of the picture from the viewpoint 
of the Navy, industry, and the American people. 

Admiral Manseav. That is right, and that is our job. 

In answer to one of your questions, that letter from which you 
quoted was a joint BuSandA and BuShips letter. The circumstances 
that existed at that time I am not too sure of. But they were just 
setting up the GSSO and wanted to set up a central procurement for 
peacetime which was to screen what we bought and get rid of stock- 
piles, incidentally, so the manufacture was reduced. 

Mr. Piucner. Here is what gets us mixed up. In one of the first 
meetings I had with this committee they came in with surplus prop- 
erty, and they came in with 52 million feet of excess rope and said it 
was of inferior quality. It was turned over to you from the Military 
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Transport Service. As I understand it, you did not want it and you 
turned it over to surplus. 

When we got into that and Admiral Ring sent somebody around to 
investigate it, instead of it being inferior rope it turned out to be a 
good grade of rope. It was a good hemp rope. 

In addition to that, there were a million and a half feet of good wire 
cable. 

I think that cost accounting in every branch of the Government is 
50 years behind time and a whole lot on bookkeeping. It was the 
GAO, I believe 

Mr. Warp. Mr. Pearson, the Deputy Under Secretary. 

Mr. Pitcnuer. It was Mr. Pearson who stated right here that it was 
50 years behind time in cost accounting. It looks to me as though 
there is some odd bookkeeping going on somewhere when there are 
53 million feet of a good grade of hemp rope that someone in the Navy 
says we do not need and then turns it over as surplus. Then when 
you go back and investigate, you find that it is good rope and they say 
that they are going to use it. 

You will admit there was someone who fell down on the job? 

Admiral Mansrav. Yes, sir. That was Army rope originally, 
was it not? 

Mr. Pitcuer. It was Army rope and turned over to the Navy, who 
declared it surplus, and then the Navy came back and said, ‘‘No, it 
is good rope. We will use it.”’ 

Commander Hotcomser. May I respond to that? 

Mr. Pitcuer. Yes. 

Commander Hotcomse. We subsequently got utilization of around 
98 percent between the services. 

Mr. Pivcuer. That is good. 

Commander Ho.icomser. That is between the services of the Army, 
Navy, and Air Force. You are speaking of Marietta? 

Mr. Pitcuer. Yes. 

Commander Hotcomse. Yes, sir. We subsequently got some 98 
percent of utilization within the services. I believe there was some 
problem in the description on which it was declared. I mean, it was 
not actually on the original declaration what was being offered. I 
have certain of the details which I would like to report. There has 
been that amount of utilization made of it. 

Mr. Pitcuer. But you can take your specifications and your testi- 
mony here today on paint and apply it, as I say, to every single item 
that the Federal Government buys. 

Admiral Mansgav. Yes. 

Mr. Pitcuer. You can make the same argument on food, and pocket 
knives, and safety razors, and any item the Navy uses. 

Now, as far as research, or making paints that no one else can, is 
concerned, I would be the last one to be against it. I am for you, 
and I have been right along. But I do think the military has to curtail 
its participation in private industry. 

Admiral Mansgav. Yes, sir. 

May I make an observation on what the assurances are that we 
have to continue the present policy? This time we have a directive 
signed by the Secretary of the Navy. I do not think there is any 
question but what all departments, the Navy in particular, understand 
the meaning of that directive. The Secretary’s directive can only be 
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changed by another Secretary’s directive. So that certainly as long 
as the thinking remains the same—and I am sure I have reasonable 
assurance that it will—we will go lock, stock, and barrel toward 
applying that directive in fact and in spirit. 

Mr. Pitcuer. There was one other question I wanted to ask now. 
, notice the Army and the Air Corps and the Maritime Commission 
buy their paint. 

Admiral MANsgEav. Yes, sir. 

Mr. Prtcner. Do you believe that the Navy could buy a good 
portion of their paint and still maintain standards? In other words, 
if you buy your larger quantities where you furnish the formula, and 
so forth, then it w ould take less personnel to check on that than it 
would in buying thousands of these small items. 

Admiral MansgEaAv. Yes, sir. To clear the record, I have been 
speaking a lot in terms of the 28 items and what reduction in our 
operation that meant. I indicated that something over 50 percent 
of the paint we have been manufacturing as of 2 or 3 months ago, or 
more than 50 percent of that, is now going to be manufactured com- 
mercially. In addition to that there are paints we have always 
bought commercially. So that the preponderance by far—— 

Mr. Pitcuer. You are the boys who have to do it. The committees 
cannot do it. We have to work that out together—the Congress, and 
the armed services, and everyone concerned. After all, we are all 
taxpayers and we are all striving for the same end. 

Admiral Mansgavu. We mentioned many items we might get into 
the business of making, and the Bureau of Ships, which is the Bureau I 
am most familiar with, has combed the field—— 

Mr. Prtcner. You can take boxmaking, or I can name a list as 
long as from here to the door—for instance, the scrap-iron business, 
where down in Georgia you just bought large presses and there is not 
a single town in the State of Georgia where there is a military installa- 
tion which does not have presses ‘already. There is just a long string 
of items. It is not one particular thing. 

Admiral Manseav. But the Bureau of Ships in the operation of our 
shipyards has always been very, very sensitive to the charge of com- 
petition of private enterprise, and we have always been very, very 
sensitive to the aid they give us and other departments and the de- 
pendence we must place on them even in peacetime, to say nothing of 
war. So I can assure the committee as far as our operation is con- 
cerned we mean what we say. ‘There is no question but what we will 
screen all of these operations very, very carefully, with the idea of re- 
taining in our naval plants only those things which are musts from 
the overall view of the taxpayers—and that takes in a broad field. 

Mrs. Harpen. Are there any other questions? 

Mr. Prucuer. No questions. 

Mrs. Harpren. Admiral, you have answered most of my questions, 
but I do have a few. 

I did not understand this: Do you furnish your manufactured paint 
to the Army, the Air Force and the Maritime Commission and Coast 
Guard? 

Admiral Mansgav. We do not. I can say, and I am sure that is 
right, maybe not 1,000 percent, but very close to it. I know of no 
instance where we have sold them paint recently. 
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Mrs. Harpen. Referring to the Secretary of the Navy’s instruction 
10360.1, what is meant by “‘batch”? That is No. 3 at the bottom of 
the page. On the limitation here he says— 

The foregoing instruction does not preclude the manufacture in the Navy paint 
factories of those batches of paints * * * 

Admiral Mansnav. A batch is one specific quantity of paint run 
through the paint factory. That is, through the mill, and so on. 
What that particularly referred to was batches for research purposes. 
We wanted to reserve the right under the policy to make whatever 
batches we needed for any special purposes, but primarily for research 
purposes, because again in the development of the plastic paint, batch 
after batch of paint that had to be manufactured until the right 
product was developed. 

Mrs. Harpen. And I suppose different quantities at different times? 

Admiral Mansravu. Yes. That would represent an insignificant 
percent of the total amount of Navy manufacture. 

Mrs. Harpen. What shipboard paint must you manufacture? 

Admiral Mansnavu. We are particularly concerned about the 
bottom paint. The bottom paints presently used I think would cover 
that; with paints inside of tanks, particularly submarine ballast tanks 
and some tanks of the larger ships too; and exterior paints, particu- 
larly fire retardant paints and camouflage paints. 

Mrs. Harpen. What is planned under paragraph 2 (d) of the 
Secretary’s instruction? If you do not happen to have that before 
you, it reads: 

Manufacture in the Navy paint factories those paint items which are procured 
in such small quantities as experience shows commercial procurement to be 
either uneconomical or impractical 

Admiral Manseav. Again there we have in mind batches that 
might be needed for research, either original research in the develop- 
ment of new paints, or maybe a very small batch of paints needed 
for a particular test. It might be a batch needed for control of a 
particular test. But those represent an insignificant amount. 

Mrs. Harpen. Does the Navy manufacture paint to be used on 
the Military Sea Transport vessels? 

Admiral Mansrav. On those which are Navy-owned I am quite 
sure they are painted with Navy standard paints, but most of their 
work is done in private yards. So, for the time being, I would not be 
too sure that they do not use some commercial paints, but I think 
that had better be answered by the Military Sea Transport Service. 

Mrs. Harpgen. Do you know where the Army obtained its paint 
when the vessels were operated by the Army Transport Service? 

Admiral Mansnav. I am quite sure they obtained their paints 
commercially. 

Mrs. Harpren. Mr. Ward, do you have any questions on paint? 

Mr. Warp. Yes. 

When you reduced from 150 items to 28 items, Admiral, you reduced 
largely in the small volume items. Is that correct? 

Tassel Manseav. Yes. It is correct. I think I covered that. 

Mr. Warp. From your statements the other day the prime reason 
for making your own paint was quality control, have you not given 
yourself a hard job by turning over to industry those small items 
where you will have to follow the control on a hundred and some 





COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 1(0)87 


items, rather than giving industry the larger items so that you would 
have fewer purchases to inspect? 

Admiral Manstav. We selected the items first on this basis—we 
took the entire list of paints manufactured and then selected those 
we felt were of such a nature, at least for the time being, that they 
should be considered to be manufactured in the naval paint plants. 
So we retained for Navy manufacture those items where quality con- 
trol was the most difficult to obtain without exceptional expenditures 
of manpower and money to inspect them. 

Mr. Warp. Would that not be true of pretreatment primer and 
maintenance primer and haze gray that Congressman Pilcher referred 
to? 

Admiral Mansrav. On that one I would like to refer to Mr. 
Graham. 

Mr. Grawam. That would be true, Mr. Ward. 

Mr. Warp. They are more difficult to test from the standpoint of 
quality control? 

Mr. Granam. That is right. 

Mr. Warp. What part of your paint is purchased by the ASO that 
has the assignment of buying paint for the three military departments? 
I believe the point should be clarified in view of the previous testimony 
here. 

Admiral Mansrav. That is exactly the same question we were 
going to provide the answer for Mr. Meader. 

Mr. Warp. And you will go into the purchases made by ASO for 
the Navy also in your overall figures? 

Admiral Mansnav. Yes, sir. 

Mr. Warp. What paint testing facilities does the Navy have? Do 
you know where they are located? 

Admiral Manseav. Yes, sir. We can test some paints in any one 
of our materials testing laboratories, in New York, Philadelphia, Mare 
Island, Norfolk—what else? 

Mr. Granam. That is all. 

Mr. Warp. Is that just BuShips? 

Admiral Mansnav. Yes, sir. 

Mr. Warp. Do any of the other Navy bureaus have testing 
facilities? 

Admiral Manserav. I do not know, but I am quite sure those 
laboratories I have mentioned test paints for all of the inspectors of 
naval materiel. I would like to have Mr. Graham check me on that. 

Mr. Grawam. Yes, sir. 

Mr. Warp. Supplies and Accounts wouldn’t have testing facilities? 

Admiral Mansgav. No. They use the naval inspection service and 
BuShips laboratories has been the one most concerned with the 
procurement of paint since the year 1, so they naturally have the 
laboratories for that purpose. 

Mr. Warp. Do you feel you could reduce the price of these plastic 
paints if the patents were given to other manufacturers as well as the 
American Paint Co.? 

Admiral Mansrav. Well, that is a question on which I cannot give 
any specific answer. Of course, the Navy does not pay for the right to 
manufacture the paint. It is logical to assume if there were more 
people in the business, and if paint were required in sufficient quantity, 
that the prices would eventually come down. In the meantime we 
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would have to make a decision as to whether we are willing to pay the 
price or premium to get that price down. I am afraid that the quanti- 
ties of paints required would not be enough to encourage many people 
to get into the business. 

As I say, I had hopes that in all of our Navy work done at private 
yards, that the private yards would see fit to buy our ship-bottom 
paints from commercial manufacturers. But at the price they have to 
pay, which in turn is paid for by us, it looks rather difficult now. 

Mr. Warp. Have any of the other members of the industry been 
contacted with respect to their desire to manufacture these paints? 

Admiral Manseav. I do not know. I have not contacted them. 
But I did contact this American Marine Paint Manufacturing Co. to 
see what they thought about other people getting into the business and 
who else was in it. They indicated they could license other people 
to manufacture it. 

Mr. Warp. On what basis did they obtain the license? 

Admiral Manseavu. Well, they did it through their own efforts in 

aling with Captain Pitre, who is one of the holders of the patent. 

Mr. Warp. That is all. 

Mrs. Harpen. I have a few questions on rope. The information 
we have received from the Navy indicates that the cost of producing 
Navy rope is greater than the cost of buying from commercial markets. 
Is that correct? 

Admiral Manseav. Our analysis of the cost of manufacture at 
Boston versus the cost paid or the price paid by the Government for 
rope bought on contract would indicate that statement is not correct. 
We do not agree with it. There have been times and instances where 
certain ropes have been bought cheaper than they have been made at 
Boston, but over the period of years, both before and during the study 
made by the cost inspector, and subsequent thereto, the costs at 
Boston have been very, very favorable to the Government. There 
was a short period immediately following the cost inspector’s survey 
where the contract price on rope was very low, and we have those 
figures for the industry and they indicate that they were sold to the 
Navy at a substantially lower figure than they sold them to the large 
companies. 

Mrs. Harpen. Do you contend that the Navy must manufacture 
rope in order to have quality control? 

Admiral Mansnav. I believe it is wise for the Navy to remain in 
the business of manufacturing on somewhere near the scale we are 
now manufacturing—maybe more and maybe less—to develop a good 
product and develop better products to give us for the time being at 
least some inkling as to the costs of manufacture. It does give us a 
control on costs. We have a feeling that the price we pay for rope 
we buy is influenced by the fact that we do manufacture small quanti- 
ties at Boston, which gives us a good gauge of the costs. 

Mrs. Harpen. What percent of the rope used by the Navy is 
manufactured by the Navy, and what percent is purchased? 

Admiral Mansgav. I will ask Captain Harrison to answer that, if 
you do not mind. 

Captain Harrison. Over the last few years one-third was manu- 
factured and two-thirds bought. 

Mrs. Harpen. Are these stocks from the two sources, Captain, 
under separate inventory control? 
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Captain Harrison. No, ma’am. That is one control. 

Mrs. Harpen. Do you have special uses for the rope-walk product 
as differentiated from the industry product? 

Captain Harrison. No. 

Mrs. Harpen. Do you feel that the rope industry should be kept 
in a healthy condition? 

Captain Harrison. Naturally, Madam Chairman, we are depend- 
ent on them in mobilization. 

Mrs. Harpen. Do you know where the Army gets its rope? 

Captain Harrison. From commercial sources. 

Mrs. Harpen. How about the Coast Guard and the Maritime 
Commission? Do you furnish any to them? 

Captain Harrison. They are all commercial sources. 

Mrs. Harpen. Are there any further questions? 

Mr. Ward, did you have any questions with respect to rope? 

Mr. Piicuer. I do not have any. 

Mr. Warp. There are a couple of items I would like to put in the 
record, if 1 may, Madam Chairman. 

Mrs. Harpren. Without objection. 

Mr. Warp. We have a letter that was received, signed by Comdr. 
S. M. Ball, that was dated April 9, 1953, which says in paragraph 2 
that the present price structure now indicates that commercial 
sources are OM an approximate average 3 cents lower than naval 
manufacture. 

We also have a letter from the Coast Guard indicating that they 
preferred to buy rope commercially because it is cheaper on all of 
the items they have listed. So there seems to be some difference of 
opinion, Madam Chairman, in the matter of cost. 

(The letters referred to above and others follow:) 

Unrrep States Coast GUARD, 

Washington 25, D. C., April 17, 1953. 
Memorandum for Ray Ward, House Intergovernmental Relations Subcommittee 
Subject: Sale of liquor by officers’ clubs of the Coast Guard, and utilization of rope. 

1. In reply to your oral request for information concerning the sale of liquor 
by officers’ clubs of the Coast Guard, and in connection with the utilization of 
rope by the Coast Guard, the following information is furnished: 

(a) Generally speaking, the Coast Guard avails itself of the officers’ clubs of other 
services where practicable. Some few officers’ messes ashore, mainly ones created 
during the war, still maintain liquor lockers. At a few places there are small 
clubs which sell across the bar, but the majority are simply package disposal 
units. There are messes handling a small amount of liquor at the following places, 
though this list may not be complete: 

Coast Guard Academy, New London, Conn. 
Base, St. George, Staten Island 

Air Station, Elizabeth City, N. C. 

Base, Constitution Wharf, Boston, Mass. 
Air Station, Miami, Fla, 

Air Station, St. Petersburg, Fla. 

Air Station, San Diego, Calif. 

Base, Government Island, Alameda, Calif. 
Receiving Center, Cape May, N., J. 


Of the above, only the Air Station, Miami, has been authorized to operate 
since the war. The balance are operating under Personnel Memorandum 4-48 
copy attached. 

All of the officers’ messes pay Federal distillery tax upon procurement. With 
respect to State or local taxes, they are governed by article 907 of the present Navy 
Instructions for officers Messes ashore, which in general directs that the mess 
treasurer or responsible officer contact State official or proper cognizant authority 
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to determine the tax status cf the mess and the liquor sold. It is my understand- 
ing that the Department of Defense is currently distributing regulations covering 
this matter, and final Coast Guard directives in this connection will follow what- 
ever is adopted by the other armed services. 

(b) With respect to rope, the Coast Guard uses only treated manila rope 
The attached memorandum from the Chief, Supply Division, to me gives, | 
believe, the comprehensive information in connection with the sizes, quantities, 
and costs which you requested, 

2. If there is any further information in connection with the above subjects, 
or anything else which I can do to assist, please advise. 

A. C. RicHMonp, 
Rear Admiral, United States Coast Guard, 
Acting Commandant. 


OrricE MEMORANDUM, UNITED STATES GOVERNMENT, APRIL 16, 1953 


To: Assistant Commandant. 
From: Chief, Supply Division. 
Subject: Manila rope; information concerning. 

1. The Coast Guard procures treated manila rope from commercial sources 
under a Coast Guard specification for the reasons outlined below. The Coast 
Guard has no requirements for sisal rope; therefore, sisal rope is not stocked. 

(a) Extensive tests made by the Testing and Development Division show that 
manila rope, treated to retard rot and mildew, maintains strength much longer 
during stowage and use. 

(b) Treated manila rope has no unpleasant characteristics and it is equal in 
handling ease and flexibility. 

(c) The Coast Guard specification requires a tape marker showing date of 
manufacture. Therefore, oldest rope on hand is utilized first. 

(d) The Navy Department treats only 10 percent of its manila rope, therefore, 
the Coast Guard has no assurance of procuring treated manila rope to meet its 
requirements. 

(e) Five sizes required by the Coast Guard are not stocked by the Navy. 

2. The enclosed list indicates the stock items required for Coast Guard use along 
with quantities procured and issued during the past year. Coil lengths, weight 
per coil, and pound and coil prices are also listed. It is interesting to note that 
the Coast Guard prices are in every case lower than the Navy prices. 

W. W. CuHILDREss. 


. Unit 
— a Coil Coil |Procured,) Issued, |Issued,|; Unit | price, | 
Gneh length | weight 1 year 1 year lyear,| price | coil, 
ste 8 (feet) |(pounds) (pounds) | (pounds)| coils |(pound)} Coast 
size | Guard 


Unit 
price, 
coil, 
Navy 


tem stock No 


750 | 5E 32, 625 32, 27% 587 | $0.35 | $19.25 | 
250 f 22, ; 2 343 . 32 | 20. 80 
, 620 586 ), 836 | 255 . 35 23. 10 | 
, 200 3 2 97 269 . 32 | 20. 16 
, 200 ¢ 37, 85! 35, OF 390 32 | 28. 80 
, 800 3: 2.5 2, 865 § . 37 49.95 
, 200 2 3, 26 27 33. 75 
, 200 j 42, 6% 2, 633 } 30 48.00 | 
, 200 ‘ 3, ; , 736 ‘ . 32 64. 00 
, 200 234 56, 473 32% 4] .32 74. 88 
, 200 27 4! ‘ ! ; . 29 | 78. 30 | 
21—-R-418-5 , 200 3: 2, 0: 57, .29 93. 96 
21-R-428 3% , 200 ! , 76 : . 29 130. 50 
21-R-438 4 900 f i ‘ . 29 | 130. 50 
21-R-468 f 900 j ' 78 g .2 | 187.60 
21-R-480 6 600 v4s ‘ | 9 | .29 |) 187.92 | 
3-21-R-483 6 900 972 9, § $ ‘ 281. 88 
CG-21-R-499 s 900 2, ; 498. 51 
CG-21-R-518 3 10 | 1,200 3,! 32, 305 32, 308 | af 1, 040. 52 
CG-21-R-522__.../ 12 1,500 | 6,540 | 38,936 473 P 2, 223. 60 


#-21-R-358-5 
?-21—-R-363-! 
#-21-R-373- 
1—21—-R-378-! 
+-21—-R-388-! 
+-21—-R-389-! 
+-21-R-393 
+-21-R-398-! 
+~21-R-403-! 
+-21—R-408-5 
+-21-R-413 

’ 
’ 
} 
? 
t 
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1 Items not stocked by Navy. 
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Aprit 9, 1953. 
CONGRESSIONAL INQuIRY TO 00 ON PROCUREMENT AND Stock or Mania LINE 


1. Enclosures (1) and (2) are forwarded herewith. 
2. Informa] discussion with GSSO (Commander Salmon (GSSO) and Lieutenant 

Holeombe (BuSandA)) indicates that the price differential between procurement 

manufacture at Boston Naval Shipyard and from commercial sources averaged 
approximately $0.06 per pound less for procurement by naval manufacture 

However, this price differential does not presently obtain. (Present price struc- 

re now indicates that commercial sources are on an approximate average $0.03 
wer than naval manufacture.) This present price spread is explained by these 
nditions: 

a) The current commercial market price of raw fiber is at a low level. 

b) GSSO requisitions raw fiber for naval manufacture from NPO, New York. 
NPO obtains the requirement from GSA who issues the fiber from national stock- 
ile. GSA stockpile price is, of course, less sensitive than commercial market 

a falling commercial market the GSA average price will tend to be higher 

GSSO has completed a study of this situation preliminary to determining if Navy 
lirements must continue to be from GSA stockpile sources 

3. In a rising raw-fiber market the GSA stockpile would be a cushion for naval 

anufacture. The price spread on raw fiber between current commercial market 

d GSA stockpile is approximately $0.17—$0.19 on the commercial market 
ainst approximately $0.29 from GSA stockpile. 

t. The standard Navy price per pound ranges from approximately $0.38 a 
nd for three-fourth-inch manila to $0.28 a pound for 10-inch manila (unit of 
e is a coil). 

». GSSO states that the commercial market is presently good and no problems 
being encountered in this procurement, 


Comdr. 8S. M. Batt 
By direction Inventory Control Division 


On-hand dollar value, manila-line summary, last 12 months’ mobilization 


Operating Mobilization 
stock reserve stock 


Sale 


$26, 775. $202, 243. 50 $176, 
132, 44, 695. 00 156, 
38, 32, 480. 00 70, 5 
92, 5 806. 00 21, 56 
158, 27, 627. 00 
72, ) 0 
56, 364. 00 
I3, 0 
, 650. 00 
SASS, OD 
756. 00 
440. 00 
, 360. 00 
» 234. 00 
076. 00 | 
958. 00 
, 795. 00 
0 
, 260. 00 
0 
O89. 00 
, 120. 00 


418. 00 
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Manila line, summary for last 12 months 


On-hand inventory: 
oe stocks $3, 250, 042 
Mobilization reserve stock 3, 426, 418 


Total on-hand inventory - -. 6, 676, 460 
beni ee ee Bebe sire ew CS et ceded Aas 4, 179, 637 


Percentage and value of sales by source of procurement: 
Procurement by manufacture at Boston Naval Shipyard (38 
percent) ____- 1, 600, 508 
Procurement from commercial source (62 percent) 2, 579, 129 


4, 179, 637 

Commander Hotcomsg. May I respond to that, please, Mr. Ward? 

Mr. Warp. Yes. 

Commander Hotcomser. The quotation, Mr. Ward, that you made 
was from a memorandum I drafted for my immediate superior’s 
signature, and that appears as you have read it here. However, there 
are three qualifying statements regarding that price structure. 

One was that for some time in the past it was cheaper to obtain rope 
from Navy miunufacture than it was from commercial sources. The 
statement that the present price structure now indicates that com- 
mercial sources are on an approximate average 3 cents lower than ours 
—this present price spread is explained by these conditions: 

One, that the commercial raw-fiber market was lower at that time. 

The second was that for requirements for Navy manufacture the 
raw fiber was obtained from the national stockpile, which is less sensi- 
tive to commercial prices. In other words, we were paying a premium 
for obtaining the fiber from the national stockpile. Therefore, the 
Navy price, unless you take that differential out, will not compare 
favorably. In the statistics available that adjustment has been made. 

In other words, the Navy was having to pay a premium—or not a 
premium necessarily, but a price above the commercial market by 
obtaining it from the stockpile. Of course, there was an advantage to 
doing that. If you buy it and leave it in the stockpile it would just lie 
there, whereas we were producing some of the requirements from the 
stockpile. 

Mr. Warp. Does the commercial manufacturer get his stock from 
the stockpile? 

Commander Hotcomse. Apparently so for certain types and 
grades. 

Mr. Warp. Would it not be the same situation there as far as the 
material is concerned then? 

Commander Hotcomss. As I say, I believe this analysis that was 
made did not purport to be any detailed study. The information in 
detail is available here to you. But I do not know what percent is 
obtained commercially. 

Mr. Warp. Do you have a detailed study later than this April one 
which you will supply for the record? 

(Following statement and data supplied:) 
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JuLty 28, 1953. 


STATEMENT BY THE Navy, 1N RESPECT TO THE NAvy’s COORDINATING RESPONSI- 
BILITY FOR MILITARY SPECIFICATIONS COVERING Ropes AND CoRDAGE PRop- 
ucts, AS PART OF THE SINGLE-SERVICE PROCUREMENT ASSIGNMENT OF RopEs 
ro THE Navy 


The Navy, as the largest consumer of corcage among the Government agencies, 
has always y;layed en active j ert in the Ccevelc} ment of roye and cerdage spec 
fications. The Technical Ccmmittee cn Corcege of the Feceral §; ecifications 
Board is heaced by Mr. G. I. Lewey, Pureau of f hips, Cece 354. The responsi- 

lities of this ccmmittee are to } rey are and revise as necessary Feceral spec 
ifications dealing with corcage. The memtership ccnsists of the following: 
Navy: GSA: 
Mr. G. I. Dewey, chairman Mr. H. Eberly 
Mr. G. E. Betts Mrs. Beatrice Lester, observer 
Mrs. Leah Chupack Mr. James Mac Pherson, observer 
Lt. Col. Frank J. Clarke, USMC Mr. G. P. Miller 
Mr. David Himmelfarb Agriculture: 
Mr. Norman Sachs Mr. Elton G. Nelson 
Mr. W. L. Scott Mr. W. C. Tucker 
Mr. R. W. Webster Interior: 
Army: Dr. Hugo W. Nilson, alternate 
Mr. FE. B. Frederick Mr. R. T. Whiteleather 
Mr. Saul R. Levine Tariff Commission: 
Mr. H. J. MclIsaac Mr. Charles Schoffstall 
Air Force: Post Office: 
Mr. C. A. Willis Mr. Leo H. Vullings 
Coast Guard: Panama Canal: 
Lt. D. A. Webb Mr. P. P. Greenwood 
Department of Defense: Mr. W. C. Williams 
Mr. Richard S. Cleveland 


Because the Navy’s requirements cannot be met by the existing Federal 
specifications for manila rope, the Navy procures rope under the Military 
Specification MIL-R-16160, The committee is engaged in the process of revis- 
ing the Federal specifications to cover the service requirements so that ultimately 
procurement can be made under the common Federal specifications. 

As with paint, the Bureau of Ships was assigned the coordinating responsibility 
for military specifications covering, as part of the single-service procurement 
assignment of rope to the Navy, rope and cordage. This means that the Bureau 
of Ships must be sure that the requirements in military specifications for rope and 
cordage are reasonable, that there has been the greatest possible degree of stand- 
ardization effected among the military services for the commodity in question, 
and last but not least, the interests of the Government have been fully protected, 


G. I. Dewey, Chairman Technical Committee on Cordage. 


STATEMENT IN RESPECT TO THE OPERATION OF THE GOVERNMENT STOCKPILE 
oF MANILA Fiper, ACCOMPANIED BY PuorTostats oF LETTERS DaTEep JUNE 
11, 1953, Jury 28, 1953, anp Avucust 6, 1953, ConcERNING ELEMENTS OF 
Cost INcLUDING THE PREMIUM WuicH Has BEEN CHARGED THE Navy IN 
Past YEARS FOR THE Raw MATERIAL Drawn FROM THE NATIONAL STOCKPILE 


Aucust 6, 1953. 
THE NAVY AND THE STOCKPILE 


Joint statement by Lieutenant Commander Holcombe, Supply Corps, USN and 
David Himmelfarb, Master Ropewalk, Boston NSY) 


3y present arrangement, manila fiber for the ropewalk is supplied from the 
national stockpile, after a storage period of 3 years. This arrangement is con- 
sistent with the program of rotation to insure against deterioration of the stock- 
pile fiber. The major portion of the ropewalk’s fiber requirements is supplied 
from the stockpile. 

The fiber requisitions for the ropewalk are processed by the Navy Purchasing 
Office, Washington, D. C. The arrangement with GSA, custodian of the stock- 
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pile, is for the GSA to release the stored fiber from the stockpile warehouses, and 
to procure fiber for replacement to the stockpile. 

Commercial manufacturers participate in the rotation of the stockpile on a 
voluntary basis. ‘The commercial manufacturer purchases through normal com- 
mercial channels, assigning the delivery to the stockpile. Upon receipt of the 
assignment, the stockpile fiber is shipped to the commerical manufacturer at a 
price paid for his original purchase 

Information received from the General Stores Supply Office indicates that in 
future, the fiber required by the ropewalk at Boston Naval Shipyard will be 
shipped and billed on a basis similar to that described in the foregoing paragraph, 
(Please refer to photostatic copy of Bureau of Supplies and Accounts letter, refer- 
ence SLI1B over JJ21 of August 6, 1953.) 

Information from GSA indicates that the Navy is by far the largest user of 
stockpile fiber, having been supplied 8 million pounds during the past 2 years. 
Industry has not withdrawn fiber to the maximum extent allowable, and has not 
withdrawn stockpile fiber since April 1953. 


DEPARTMENT OF THE Navy, 
BUREAU OF SUPPLIES AND ACCOUNTS, 
Washington 25, D. C., June 11, 1953 
From: Chief, Bureau of Supplies and Accounts (Cost Inspection Service). 
To: Chief, Bureau of Ships (Code 744 
Subject: Study of the cost of rope manufacture at the Boston Naval Shipyard 
Charlestown, Mass. 
1. The following additional comments are submitted regarding certain of the 
cost data about class I manila rope in the advisory report on the subject cost study 
2. Schedule A-—1 in the advisory report shows that 3,782,987 pounds of class | 
manila rope were manufactured during the period July 1, 1951 through February 
29, 1952 at a cost of $1,519,766.12, or approximately $0.402 per pound. The 
totals for the various cost components are given in schedule A—1 but the unit costs 
are not reflected therein. Such unit costs are given below: 


Material: 
Manila fiber - — - PI 25 _..- $0, 2957 
Other wits se i ‘ i . 0067 
——— $0. 3024 
Direct labor. .......... ‘ ee wi chest = . 0397 
Indirect expense _- a ‘ é ‘ 8 . 0445 
General expense 


Total 


3. As stated in paragraph 16 of the advisory report on the subiect cost study, 
raw manila hemp represents dollarwise 96 percent of the raw material consumed 
curing the period July 1, 1951, through February 29, 1952. This raw material was 
purchased by the De} artment of the Navy from the General Services Administra- 
tion (Emergency Procurement Service). A large part of the hemp consumed in 
the period was purchased under one specific contract with Emergency Procurement 
Service at a price of 33% cents per pound, which cost was used as the basis for 
arriving at the material costs. However, for purposes of additional information, 
the Navy cost inspector, during the course of the cost study, contacted a leading 
hemp broker in Boston, Mass. in order to determine the market price of hemp 
during the period covered by the cost study. Only two grades of hemp were 
selected for check as it was considered that the market prices of the other grades 
would be in relation to the grades selected for test. The specific grades selected 
were grade G and grade I which represent approximately 53 percent of the total 
poundage of hemp consumed for the period. The following monthly average 
sales prices per pound for grade G and grade I, landed at the docks at Boston, 
Mass., were supplied to the Navy cost inspector by the hemp brokerage concern 
based on individual sales by the concern within each month: 
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Month 


July 
August 
September 
October 
November 
December 
January 
Februar 


Average price per pound for per 


Actual average ropewalk cost 
29, 1952 


per 
} 


1, Using the above figures for comparison, the differential between the prices 

aid to General Services Administration (Emergency Procurement Service) and 

commercial prices amounts to approximately $175,000 when applied to rope 

alk production for the period July 1, 1951 through February 29, 1952. If this 

price differential were deducted from the total cost of $1,519,766.12 shown in the 

ort, the adjusted cost would be $1,345,186.29 or approximately $0.355 per 
pound instead of approximately $0.402 as set forth in paragraph 2 hereof. 


F. W. Hesser, by direction 


DEPARTMENT OF THE Navy, 
BUREAU OF SUPPLIES AND ACCOUNTS, 
Washington 25, dD. G:; July 28. 1958 
From: Chief, Bureau of Supplies and Accounts (Cost Inspection Service). 
Chief, Bureau of Ships (Code 744 
Subject: Report on study of the cost of manufacturing rope at the Boston Naval 

Shipyard. 

Reference: (a) Oral request of Capt. R. E. W. Harrison (BuShips Code 744 

1. The comments that follow are submitted in response to reference (a). 

2. The subject report reflects the cost of manufacturing rope, prepared or 
packaged ready for shipment, during the period July 1, 1951, through February 
29, 1952. 

3. In the compilation of the above-mentioned report, the direct and indirect 
operating expenses (direct material, direct labor, indirect factory expenses, and 
general expense) pertaining to the manufacture of rope payable from appropria- 

ons were included. In addition, other significant cost elements termed ‘‘con- 
structive costs’ which are not usually considered in the costing of a Government 
operation but which are normally applicable to a commercial enterprise were taken 

to account. The constructive costs include: 


Taxes on buildings, machinery and equipment, and inventories. 

Insurance on buildings, machinery and equipment, and inventories. 

Depreciation on buildings, machinery and equipment, and inventories 

Government contribution to retirement fund. 

Pay of military personnel whose duties related directly or indirectly to the 
manufacturing operations. 

Workmen’s compensation insurance. 


4. Advertising and other selling or distribution expenses as well as profit were 
not included in the foregoing report. 


F. W. HEssmEr, 
By direction. 


DEPARTMENT OF THE Navy, 
BUREAU OF SUPPLIES AND ACCOUNTS, 
Washington 25, D. C., August 6, 1953 
From: Chief, Bureau of Supplies and Accounts. 
To: Chief, Bureau of Ships. 
Subject: Pricing of abaca fiber procured from General Services Administration 
1. Research into pricing and billing procedures followed by the General Services 
Administration reveals that a misunderstanding existed between the General 
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Stores Supply Office and GSA from the date of first purchase, January 1951, to 
June 1953. 

2. GSSO considered that the unit price quoted on contracts was firm and based 
standard prices on those unit prices. GSA actually charged the Navy the market 
price as of date of shipment. 

3. Establishment of standard prices based on estimated unit prices expressed 
in contracts resulted in the ropewalk being charged a price substantially different 
from the current market price at the time of delivery. 

4. The method of obtaining standard prices for abaca procured from GSA has 
been revised to more accurately reflect the market price at time of shipment of 
abaca by GSA. 

M. L. Royar. 


JuLy 28, 1953. 
Irem (11). CommMaNpER Batu’s (SC) Letrrer Aprit 9, 1953 


Testimony recorded on page 67 of the stenographic transcript of the proceedings 
before the Harden subcommittee (June 9, 1953) indicated some confusion as to 
the identity of 8. M. Ball, who signed the Bureau of Supplies and Accounts letter 
of April 9, 1953, attached. 

S. M. Ball is Commander Ball, Acting Director, Inventory Control Division, 
Bureau of Supplies and Accounts. 

Congressman Meader made this statement: “‘Apparently 8. M. Ball is an official 
of the Bureau of Ships of the Navy Department and the letter of Admiral Ball is 
dated April 9, 1953.” 

Admiral Ball, Supply Corps, USN, is in no way identified with this correspond- 
ence, 

The correspondence in question is an interoffice memorandum designed to 
acquaint the Bureau of Ships with the current stock situation. 


J. F. D. Houicomss, 
Lieutenant Commander SC, USN. 


APRIL 9, 1953, 


CONGRESSIONAL INQuIRY TO 00 ON PROCUREMENT AND Stock oF Mania LINE 


1. Enclosures (1) and (2) are forwarded herewith. 

2. Informal discussion with GSSO (CDR Salmon (GSSO) and Lieutenant 
Holcombe (BuSandA)) indicates that the price differential between procurement 
by manufacture at Boston Naval Shipyard and from commercial sources averaged 
approximately $0.06 per pound less for procurement by naval manufacture. 
However, this price differential does not presently obtain. Present price structure 
now indicates that commercial sources are on an approximate average $0.03 lower 
than naval manufacture. This present price spread is explained by these condi- 
tions: 

(a) The current commercial market price of raw fiber is at a low level. 

(6) GSSO requisitions raw fiber for naval manufacture from NPO New York. 
NPO obtains the requirement from GSA who issues the fiber from national stock- 
pile. GSA stockpile price is, of course, less sensitive than commercial market. 
In a falling commercial market the GSA average price will tend to be higher. 
GSSO has completed a study of this situation preliminary to determining if Navy 
requirements must continue to be from GSA stockpile sources. 

3. In a rising raw-fiber market the GSA stockpile would be a cushion for naval 
manufacture. The price spread of raw fiber between current commercial market 
and GSA stockpile is approximately $0.17 to $0.19 on the commercial market 
against approximately $0.29 from GSA stockpile. 

4, The standard Navy price per pound ranges from approximately $0.38 a 
pound for %-inch manila to $0.28 a pound for 10-inch manila (unit of issue is a 
coil). 

5. GSSO states that the commercial market is presently good and no problems 
are being encountered in this procurement. 

S. M. Batt, 


By direction. 


J. F. D. Hotcomss, 
Lieutenant Commander, SC USN. 


Certified to be a true copy: 
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Navy production cost data—Statement showing relative Navy rope manufacturin 
costs as against prices paid for similar commercial product, years 1950, 195 
1952, 1958 


Ropewalk 


Ropewalk)| cost in- Price per 


average | creased — 
= cost per | by $0.029 s 
Rope, rope- pound |perpound| ,Pousht 
; 1¢ ; 
walk pro- |Actual charge per} by naval | Savings or 


Fiscal year adjusted | to reflect | -° | 


purchas- 
ing office 
from com- 
mercial 
sources 2 | 


i) 


duction to GSSO 
(pounds 


to reflect | general 
market expense 
price of | and con- 
fiber! | structive 





cost ! 
1950 $873, 586. 49 — $0. 3376 | 2 $0.396 |4$166, 87 
1951 | 1, 334, 186. 92 | | —. 3967 | 5.4565 | 4 228, 773. 99 
1952 5, 628, 652 | 2, 164, 749.13 | +. 3543 5 3333 | § 118, 201. 69 
1953 (to date) | 3,839,107 | 1, 368, 804. 94 | ( —.3199 | 3.333 | 450, 292 
| | | | | 

1 Adjusted to reflect fiber cost on commercial market (each fiscal year) 

? Reliability of estimates corroborated by procurement records (GSSO), 

tE ated. 





The foregoing tabulation shows that, with the exception of fiscal year 1952, 
the ropewalk at Boston Naval Shipyard made its products available to th 
naval purchasing offtce at costs lower than the prices prevailing in the commercial 
market. Tabulation made by David Himmelfarb, master, ropewalk, Bostor 
Naval Shipyard. 


’ 


Class I manila hemp—Statement showing relative Navy rope-manufacturing costs 
as against prices pai 1 for similar commercial product 








Unit cost per . 
pound when Average u 
Unit cost extra cost of wee t 
Size (inches Stock number per pound stockpile mave- lead by GS 
} per cost rial is deducted Philadelp 
| study it rate of te aah 
$0.046 per , “ 
pound nation 
%4 G21-R-358 $0. 447 —$0. 401 | $0. 428 
1 ‘ a G21-R-363 . 430 
114 ‘ .--| G21-R-388_. .413 - 7 
1% citiabies --| G21-R-393 422 - { 
2 Saesiidiresteweil ..--| G21-R-398 _. | 413 +.; 
2% . G21-R-408 . 396 = 
3%.--- . . ------| G21-R-428 . 396 —.¢ $4 
4 Se a ----| G21-R-438 388 _ | 42 
5 G21-R-~468 . 396 _ 
) G21-R-480 396 - { 
7 G21-R-488 396 Ps 
8 G21-R-495 306 —, 350 | { 
9 G21-R-502 . 3 —. 350 4 
10 G21-R-513 . 396 +. 350 
— Navy low + Navy high. = Navy equal 


Figures are based on naval cost inspection survey of July 1, 1951, throug 
February 29, 1952. Tabulation made by Capt. R. E. W. Harrison, United States 
Navy, based on cost-inspection service figures, survey of July 1, 1951, throug! 
February 29, 1952. 


Admiral Mansrav. Madam Chairman, in the comparison of that 
matter by the cost inspector, he brought out all of the elements of 
cost, and he noted that he did not take into account the differential 
between the market price of fiber and the price that the Navy was 
required to pay by using national stockpile material. 


B 


0) 
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For the period covered by his cost survey that differential was some- 
thing like 4.66 cents per pound. So that if he were to make a strictly 
real comparison of costs, then we figured we should adjust the price 
to that extent so that we would both be using fiber from the same 
market. The ropewalk is required to use stockpile material in order 
to make it rotate, so that price of 4.66 cents represented the differential 
of stockpile cost of fiber versus commercial. 

In the letter you just read or quoted from, that was written by 
S. M. Ball, for the period of time covered, where the cost of manu- 
facture at Boston was 3 cents higher than the commercial cost, they 
were paying a differential of 10 to 12 cents a pound to the national 
stockpile. So that we should deduct that 10 to 12 cents, in which 
case the cost at Boston would have been 7 to 9 cents lower. 

Mr. Warp. Admiral, coming back to the question I asked the com- 
mander, does the industry also get its stock from the stockpile? 

Admiral Manseav. In that study the cost inspector indicated no. 
But in view of what Commander Holcombe said, I would like to 
comment on that. 

Mr. Himmetrars. I would like to comment on the stockpile, that 
the Navy has taken all of our manila fiber in the last 2 years from the 
stockpile directly. It is 100 percent of our fiber requirements. 
Industry does not take 100 percent of its fiber requirements, but takes 
it peacemeal, or in amounts best determined by the individual 
company. 

Mr. Warp. Admiral Manseau, I would like to ask you another 
question. In view of the fact that these two stocks of rope, that is, 
your own manufacture and the commercial manufacture, are com- 
mingled and not used for separate purposes, then you are saying in 
effect, I take it, that the real argument is cost and not quality control? 

Admiral Mansrav. Not exactly. It is still both. It is still cost, 
and also quality. Do you have those samples, Mr. Himmelfarb? 
We have samples here showing rope manufactured by the Navy yard 
versus what was bought on a specification. We know we have to buy 
rope on the commercial market, and of course we should. But the 
only way of retaining the comparative product is to have something 
to compare the quality as well as the price. These are two samples of 
the same stock item. 

Mr. Warp. What has been your experience in testing the com- 
mercial rope as to failure? 

Admiral Mansrav. I do not have that at my fingertips. 

Mr. Pincuer. Is this not rather an inferior sample? I run a little 
hardware store and if I received one that was that loose I would say 
it was inferior too. I would turn it down. Yours is much more 
tightly woven. You will find that in cotton rope which you buy from 
commercial establishments; but that is not the best sample you can 
buy commercially. 

Mr. Himmevrars. No, sir. 

Mr. Pitcuer. That is what I thought. 

Mr. Warp. Were those intended to be comparable samples? 

Admiral Mansgavu. Yes, sir. Where did these come from, Mr. 
Himmelfarb? 

Mr. HimmMerars. I might add one rope was supplied an inspector 
on a commercial test. It did not require the preservative treatment 
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our rope requires, and you can note the difference in color. It first 
caught my eye by its poor workmanship, and it was a sample of poor 
commercial work submitted to us, as Mr. Pilcher points out which 
barely met the specification requirements. 

It all points up the fact that as we develop our rope specifications 
we can only think in terms of minimum and not maximum require- 
ments. So there can be and is offered to the Government a whole 
range of materials, ranging from very poor quality and poor work- 
manship which can barely meet specification requirements, up to a 
very high quality, exceeding specification requirements. 

Mr. Warp. Admiral, do you have a representative on the Specifi- 
cations Board? 

Admiral Manszav. For rope or paint? 

Mr. Warp. Rope. 

Admiral Mansgavu. Mr. Himmelfarb. 

Mr. Himmetrars. The Bureau of Ships has a representative and 
I work with the Bureau of Ships. 

Mr. Warp. And you work with the General Services Administra- 
tion? 

Mr. Himmevrars. No,sir. I work through an agency of the Bureau 
of Ships at Boston naval shipyard. 

Mr. Warp. You are talking about military. I am talking about 
Federal spec. 

Mr. Hrwmetrars. No. The Bureau of Ships also serves on the 
Federal Specifications Board. 

Mr. Warp. You have a representative in Washington on the 
Federal Specifications Board? 

Mr. HImMELFARB. Yes, sir. 

Admiral Mansrav. I am quite sure, although I would like to check 
it for the record, that the Bureau of Ships prepares the specifications 
for rope. I will check that. Is that right? 

(See statement above.) 

Mr. Himmevrars. That is right. 

Mr. Warp. When you buy rope do you buy on a military or Federal 
spec? 
gr MansgEav. That was done by GSSO. 

Mr. HimMevFars. Military spec. 

Commander Hotcomsr. NPO Washington holds the general assign- 
ment on rope. 

Mr. Warp. What spec? Federal or military spec? 

Commander Hotcomse. Generally the requiring agency specifies 
the specification in stating their requirements. 

Mr. Warp. That is all. 

Mrs. Harpen. Are there any further questions? 

Mr. Pitcuer. In regard to those two pieces of rope, those same 


things could stand for two carcasses of beef, both of them stamped | 


choice; but if you put them side by side there would be a considerable | 


difference in quality. You say this passed specifications? 

Mr. Himmetrars. That is right. 

Mr. Pitcuer. But it is not desirable. 

Mr. Himmecrars. That is right. 

Mr. Pitcuer. The same thing could apply to food. 

Mr. Hrmmewrars. I think one point you have to bear in mind is, 
you might ask why haven’t we taken our specifications to the point 








= 


pe 
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where we arbitrarily exclude everything with inferior workmanship. 

The answer is we must count on industry to help us write our require- 

ments, and that’s why such specifications cannot be realized. 
(Additional information on rope and paint manufacture follows:) 


DEPARTMENT OF THE Navy, 
BUREAU OF SHIPs, 
Washington 25, D. C., August 1, 1958. 
Hon. Cecir M. HarpeEn, 
House of Representatives, Washington 25, D. C. 

My Dear Mrs. HarpeEn: I have your letter of July 28, 1953, in which you 
request further information with respect to certain aspects of our testimony on 
rope and paint manufacture before your subcommittee on July 27. 

In answer to your request for information as to the number of cases of rejection 

of samples of rope representative of deliveries by commercial concerns on Navy 
contracts or orders, our records indicate a total of 12 rejections during 1952. In 
regard to the other portion of your request for information, the number of pur- 
chases of rope from commercial concerns during 1952 was 43. I would like to 
point out that the two numbers have no relation to each other. The number of 
inspection samples resulting from the 43 procurements is unknown at present, but 
is more directly related to the number of cases of rejection. This relationship 
may be more informative to you. However, in the interest of answering your 
letter as completely and as quickly as possible, particularly with respect to paint, 
I am taking the liberty to forward somewhat incomplete information with respect 
to rope at this time. We will endeavor to obtain the missing data as quickly as 
possible. 
' With respect to the two samples of rope exhibited during the testimony and the 
comments thereon by Navy representatives, it is not the contention of the Navy 
that a bidder must supply a product with properties in excess of those required by 
the specification. The two samples were shown merely to illustrate the spread of 
quality experienced in rope procurement under the specification. The display 
points also to the importance of continuous specification development and analysis 
of properties of delivered rope in relation to service needs. 

With respect to the chart on costs for ship-bottom paints and prices from the 
American Marine Paint Co., I am pleased to furnish the attached tabulation, 
which I believe will bring out more clearly the significant aspects of this situation. 
The tabulation shows Navy usage of these paint items for the past 9 months, 
unit costs to manufacture replenishment stocks during that period, and quoted 
prices from the American Marine Paint Co. 

The quoted prices of the American Marine Paint Co. on June 4 are the ones 
appearing on the chart exhibited at the testimony and are supported by the 
enclosed copy of the letter quotation. I wish to call your attention to the mini- 
mum quantity quotation by the firm on June 4 and the offer of an indicated 
savings if larger-sized orders were solicited. The quotation of July 28, 1953, 
shown in the tabulation is the result of telephonic solicitation, but has not been 
confirmed to date by letter. 

I wish also to emphasize that the more favorable quotation from the American 
Marine Paint Co. is still considerably higher than the Navy costs to manufac- 
ture the same product. The Navy costs to manufacture include all of the 
elements of cost normally associated with the paint-manufacturing business, ex- 
cept elements of sales and profit. 

We have given considerable thought to this matter of commercially manufac- 
turing items of ship-bottom paint from the standpoint of mobilization needs and 
the matter of price in comparison to Navy costs. We are considering an invita- 
tion to the American Marine Paint Co. to bid on one or more of the items in 
question at a quantity figure which the firm believes it can produce most eco- 
nomically and at a level comparable to sizable batches in the Navy paint factories. 
Complete action along these lines would be contingent upon the bid prices quoted 
by the American Marine Paint Co. as not being too excessive for absorption into 
the general stores stock price structure on ship-bottom paint items. 

I wish to take this opportunity to express the thanks of my colleagues and 
myself for the courteous manner in which you and the members of your sub- 
committee received our testimony. If there is any further information you may 
desire, we will be most happy to supply it. 

Sincerely yours, 
B. E. MANSEAUD, 
Rear Admiral, United States Navy, 
Assistant Chief of Bureau for Field Activities. 
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Comparison between quoted prices received from American Marine Paint Co. on 
June 4, 1953, and July 28, 1953, and use by the Navy on items of ship-bottom paint 
and plastic composition with cost to manufacture, during the last 9 months 


: American Marine Paint Co. 
Material quotations 
Navy usage and costs to 


manufacture 





roe Description June 4, 1953 | July 28, 1953 





Minimum Minimum 
quantity, quantity, 
6 gallons $,000-5,000 gallons 
Anticorrosive paint $3.85 per gallon.) $2.90 per gallon_. a gallons, $1.925 
galion. 
Anticorrosive paint (dark) _| $3.85 per gallon__| $2.90 per gallon-- —— gallons, $1.890 
gallon. 
Black cold plastic anti- | $6.55 per gallon__| $4.60 per gallon__| 70,596 gallons, $2.749 
fouling paint. gallon. 
Black cold plastic boot- | $7.70 per gallon__| $6.50 per gallon_.| 26,185 gallons, $4.025 
topping paint. gallon, 
Minimum Minimum 
quantity, quantity, 60,000 to 
500 pounds 100,000 pounds 
Hot plastic antifouling | $0.47 per pound.| $0.35 per pound.| 4,409,638 pounds, $0.251 per 
paint. pound. 
Black plastic composition._| $0.37 per pound.| $0.29 per pound. eee $0.162 per 
pound, 


AMERICAN MARINE Parnt Co., 

San Francisco 4, Calif., June 4, 1953. 
Reference: May 29, 1953, NZ/SF/2400, L4—2, 8320. 
Assistant InpustriAL Manacer, U. S. N., 

Buitding 11, Treasure Island, 
San Francisco, Calif. 
GENTLEMEN: We are listing our shipyard selling prices for the following paints, 

as requested in your letter dated May 29th. 





Minimum 


Formula quantity 


- 
No. 14 biota nie bb hn oi putea toasts | $3.8 ---| 5 gallons. 


No. 14D ; gap dena win sown é BE wd Do. 
No. 143 7 %. ae Z ; $6. . Do. 
No. 145... nites ‘ Dope dwacs ice one 5 Do. 
BOE id 5~ ds tose ‘ sdb nts Jae oking ul 7 Do. 
DEE dnccttiiocadasks ois i ...--..---| 47 cents per pound..-.| 600 pounds. 
Sy lal hileb dna detlinie Shodan lcepvmaes addon edition ; , | 38 cents per pound__-.-.| 500 pounds. 
SP i MI Feiectdibneds® Aide deesi BastdécGeuiice.d : 37 cents per pound _-.- Do. 


On direct sales to the Government, we would elect to quote special prices. In 
the event the Government were to desire a substantial quantity of any of these 
coatings, wherein we coula set up a production schedule, rather than draw on our 
consigned stocks at the shipyards, there would be considerable savings. 

Very truly yours, 
J. Parker, President. 


Juny 31, 1953. 
Mr. J. PARKER, 
President, American Marine Paint Co., 
San Francisco 4, Calif. 

Dear Mr. Parker: Reference is made to your letter of May 27, 1953. 

At the subcommittee hearing on July 27, 1953, Adm. B. E. Manseau, Assistant 
Chief of the Bureau of Ships for Field Activities, United States Navy, submitted 
a chart showing the comparative prices as between Navy manufacture of certain 
plastic paints and those manufactured by your company. The comparative 
prices were as follows: 
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| Total cost 
to Navy 


American 
Paint Co, 
price 
gallon 33 $1. 9446 
do x 5 1. 9283 
teel ball mills) do 5 


ebble mills do 


do 
pound 
do 


We have asked the Navy to give us information concerning the exact tender 
which was made to your concern wherein these prices were obtained, Would 
also please furnish for the subcommittee the information showing the basis 
for the prices you quoted—in other words, whether the quotation is based upon 
sample lots of 5 gallons, 100 gallons, 1,000 gallons, etc. 
Sincerely yours, 
Ceci, M. HAarpeEen, Chairman. 


AMERICAN MARINE Parnt Co., 
San Francisco, August 18, 1953. 
Hon. Ceci N. HARDEN, 
Chairman, Subcommittee on Intergovernmental Relations, 
House of Representatives, Washington, D. C. 


DEAR CoNGRESSWOMAN HARDEN: In answer to your letter of July 31, we will 
ittempt in this letter to give you a chronological and concise review, which may 
be of interest to your committee. 

By phone on May 19, 1953, we received an inquiry from the Bureau of Ships 
concerning our ability to manufacture the plastic paints, our capacity, and the 
geographical distribution of our products. 

May 29 brought an inquiry from Assistant Industrial Manager, United States 
Navy, Si an Francisco. Our current shipyard prices were furnished. 

July 27 the Industrial Manager, Mare Island Naval Shipyard, telephoned for 

otations on indefinite but larger amounts for ‘‘planning’’ purposes, not firm 
quotations. Verbally this officer was advised that a formal bid for a specified 
large amount, permitting a definite production schedule, would result in even 
lower costs. 

Copies of all correspondence is enclosed for your convenience. 

In answer to your inquiry on our prices, those listed in your letter represent 
delivered prices to any Pacific coast shipyard out of our consigned stock. These 
inventories must be maintained by us to meet emergency requirements, whether 
5 gallons or sufficient for painting a large vessel. We have no advance notice. 

We do not know the method of cost accounting employed by naval activities. 
We do, however, know the costs of raw materials for the formulas ina question 
and cannot agree with their cost figures. It may be that their costs are not 
current. We believe the Navy has new catalog costs for these items issued in 
June 1953 and whether these costs reflect a recent 7-cents-per-pound increase in 
cuprous oxide we cannot ascertain. Lead acetate has also greatly increased in 
cost in recent months. Seven cents would reflect a $0.0196-per-pound variance 
in the cost of formula 15HP. 

Furthermore, private industry must consider other factors in determining 
selling prices. These include capital investment, operating overhead, Federal, 
State, and local taxes, distribution, and a fair profit. 

The coatings in question are required to perform a very special function. As 
such, we do believe they should be placed on a qualified products list to insure 
careful manufacturing technique. As previously stated, our company, with 
present facilities, could not meet the Navy’s total demand for these products. 
Additional manufacturers would guarantee an adequate supply and a competitive 
market. Knowing how competitive our industry is when called upon for formal 
bids and with consideration of the factors mentioned in the previous paragraph, 
we believe that any awards made from such bidding would result in minor, if 
any, additional cost to the Government than at present. 

We believe further that a factory manufacturing 150 items costs very little 
more to operate than one manufacturing 28 items, as now proposed for naval 
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paint factories. The Inspector of Naval Material Office must maintain personnel 
to supervise the items no longer manufactured by naval paint factories. The 
inspection of the additional 28 items should not increase the workload appreciably. 
In closing may we state that Navy formulas are not difficult to follow and 
the implication that they are is an unfortunate statement, hardly complimentary 
to the major portion of our industry. 1 
Very truly yours, 
AmeErRIcAN MARINE Paint Co., 
J. Parker, President. 


San Francisco, Cauir., May 29, 1953. 
AMERICAN MARINE Paint Co, 
San Francisco 4, Calif. 
(Attention: Code 2400.) 

GENTLEMEN: It is requested that three copies of your current price lists on 
formulaes Nos. 14, 14D, 143, 145, 146, 15HP, 89, and 90 be forwarded to the 
Assistant Industrial Manager, United States Navy, San Francisco, Calif. 

Sincerely yours, 
W. New, 


Lieutenant Commander, United States Navy 
(By direction of the Assistant Industrial Manager.) 


AMERICAN MARINE Paint Co., 
San Francisco, Calif., July 29, 1953. 
Adm. A. M. Moraan, 
Industrial Manager, 12th Naval District, Mare Island, Calif. 


Dear Sir: This will confirm our verbal quotation of July 27 as follows: 


| 
Formula Minimum quantity 





| $2.90 per gallon 3,000 gallons, 

2.90 per gallon...._..-- 3,000 gallons. 
.25 per gallon_. ...| 3,000 gallons. 
60 per gallon.........| 3,000 gallons. 


a. 
4 
6.50 per gallon........_| 3,000 gallons. 
| 


..| .85 per pound 60,000 pounds. 
| .80 per pound ..| 60,000 pounds. 
----| .29 per pound..._..._.| 60,000 pounds. 


' 
Thank you for your inquiry. 
Yours very truly, 
AMERICAN MARINE Paint Co., 
J. PARKER, President. 


DEPARTMENT OF THE Navy, 
BUREAU OF SHIPs, 
Washington 25, D. C., August 27 1953. 
Hon. Crecit M. Harpen, 
House of Representatives, Washington 25, D. C. 


My Dear Mrs. Harpen: As promised in my letter of August 1, I have caused 
inquiry to be made, and am now in receipt of a report summarizing the inspection 
tests on rope, conducted at the Ropewalk, Boston Naval Shipyard, during the 
calendar years 1951 and 1952. The report referred to has been photostated and 
is attached. 

As I indicated in my previous letter, the information available at the time was 
incomplete, and reference was made to 12 rejections during 1952. The complete 
record indicates that there were 64 cases of failure to meet specifications out of 
192 tests made. 

Sincerely yours, 
B. E. MansBau 
Rear Admiral, USN, 
Deputy and Assistant Chief of Bureau. 
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DEPARTMENT OF THE Navy, 
BUREAU OF SuHIPs, 
Washington 25, D. C., August 7, 1958. 
Memorandum, 
From: Code 354. 
lo: Code 744, 
Subject: Inspection tests on cordage calendar years 1951 and 1952, Boston 
Naval Shipyard. 

1. An analysis of reports of inspection tests for the 2 years 1951-52 is as follows: 

1951: 78 tests reported, 35 failed. 

1952: 192 tests reported, 64 failed. 

2. Failures to meet specifications over the period 1951—52 are considered some- 
what above normal due to the fact that commercial manufacturers had little 
previous experience in the application of chemicals for treatment for mildew 
resistance. 

The treatment specified was developed by the Navy. It will be noted that 
failures to meet specification requirements were less proportionately in 1952 
than in 1951, thus indicating some improvement in this connection. 


‘ 


G. I. Dewey. 


Mrs. Harpen. Are there any further questions? 

Mr. Pitcuer. No further questions. 

Mrs. Harpren. Admiral Manseau, the committee is very grateful 
to you and your assistants for coming over and so ably expressing the 
views of the Navy. Thank you. 

It is the hope of the Chair that we may continue the items on the 
agenda for this morning. However, the House convenes at noon. 
We have one more witness for today, I believe, and I am hoping we 
can proceed and perhaps finish shortly. It is on the subject of box 
manufacturing. We have here Mr. H. M. Lovelace of the Office of 
Assistant Chief of Staff, Department of the Army. Will you gentle- 
men please step over here and take the oath? 

Do you solemnly swear or affirm that the testimony which you will 
give in this hearing will be the truth, the whole truth and nothing but 
the truth, so help you God? 

Mr, Lovetace. I do. 

Commander SuHea. I do. 

Major O’Brrt. I do. 

Mr. Wiuuramson. I do. 

Mr. Ourver. I do. 

Mrs. Harpen. You may proceed with your testimony, Mr. Lovelace. 


TESTIMONY OF HAROLD M. LOVELACE, OFFICE OF THE ASSISTANT 
CHIEF OF STAFF, G-4, DEPARTMENT OF THE ARMY; ACCOM- 
PANIED BY COMDR. LEONARD E. SHEA, SCUSN, BUREAU OF 
SUPPLIES AND ACCOUNTS, STORAGE DIVISION, DEPARTMENT 
OF THE NAVY; MAJ. JOHN J. O’BERT, HEADQUARTERS, USAF, 
DIRECTORATE OF SUPPLY AND SERVICES; J. E. WILLIAMSON, 
CHIEF, PURCHASE BRANCH, PROCUREMENT DIVISION, OFFICE, 
CHIEF OF ENGINEERS; AND LEE W. OLIVER, OFFICE OF THE 
QUARTERMASTER GENERAL, DEPARTMENT OF THE ARMY, 
FIELD SERVICE DIVISION, CHIEF, PACKING AND CRATING 
SECTION 


Mr. Lovetacse. Thank you, Madam Chairman. 

Madam Chairman and gentlemen of this subcommittee, I appear 
before you today to discuss box and crate shop activities of the 
Departments of the Army, Navy, and Air Force. 
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In the continental United States there are 74 depots in the Depart- 
ment of the Army supply system, 16 Department of the Air Force 
depots, and 32 Department of the Navy major supply distribution 
points. These installations are located throughout the United States, 
Each military depot or similar installation has a box and crate shop. 
The quantity and kind of work performed at these shops varies, 
depending upon the type depot, its mission, and location. 

The term “box and crate shop” is not ideal, nor is it perfectly 
descriptive of the work done in these shops, for that term implies 
that such shops are primarily engaged in manufacturing wooden boxes 
and crates. In fact, however, a military box and crate shop performs 
many functions for the installation other than the manufacture of 
wooden boxes and crates. These functions other than box manufac- 
ture include such operations as cutting dunnage and fabricating clock- 
ing and bracing for supporting goods packed for shipment in railroad 
cars, trucks, and other carriers; making car door gates for railroad 
cars; fabricating blocking and bracing for the interior of containers 
in which materials is to be either placed in storage at the depot or 
shipped from the depot; making case liners to be used in shipping 
containers (primarily for overseas shipment); making various kinds 
of specialized storage aids, such as racks, shelves, skids, and platforms; 
recoopering and repairing damaged containers and pallets or reclaim- 
ing the lumber; assembling box shooks (that is, the knocked-down 
parts of a box) into a completed box. 

You can infer, I believe, from the simple recital of these box and 
crate shop functions that they are essential services which are indis- 
pensable to normal depot operations. It is equally clear that the 
representative of the National Wooden Box Association who appeared 
before this committee in June did not claim that these functions of 
military depots are improper or in any way objectionable. What is 
less obvious, but no less true or significant, is the fact that these 
functions constitute an extensive part of the work of most box and 
crate shops. 

Although available figures about the relative scale of different 
functions are not as precise as we might wish, some indication of the 
scope of nonbox manufacturing activities can be seen from the fact 
that at Army depots labor costs on nonbox manufacturing activities 
constitute from 54 percent of the total labor cost in the case of box 
and crate shops at the depots of one technical service to 90 percent 
in the case of the depots of other technical services. Concomitantly 
box manufacturing labor costs have constituted from 46 percent down 
to 10 percent of the total labor cost of box and crate shops at depots 
of given technical services. 

n this connection, I should like to clarify a statement that was 
previously made before the committee. There was testimony that a 
cost of $30 million was involved in the operation of Army plants (box 
and crate shops). In context this seemed to refer to box manufac- 
turing. The $30 million figure is a fairly accurate estimate of the total 

annual cost of all work done in Army box and crate shops—not just 
manufacturing, but blocking and bracing, cutting dunnage, repairing 
containers, etc. 

The dollar volume of box manufacturing is, of course, lower. I raise 
this point not to be argumentative and certainly not to minimize the 
problem, but, first, because I think an accurate picture of this problem 
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is essential to a sensible solution; and, second, because I wish to empha- 
size the extent of the work other than box manufacturing which is 
performed in depot box and crate shops. In just a moment I shall 
mention how the performance of that other work has a limited, but 
very direct, effect on box manufacturing itself. 

Now let me turn to box manufacturing proper. Boxmaking facili- 
ties were first established in significant size at Army and Navy in- 
stallations during World War II because of difficulties then in pro- 
curing from private industry adequate supplies of wooden boxes to 
meet the great military requirement. Since World War II, as the 
representative of the National Wooden Box Manufacturing Associa- 
tion mentioned, the demands on the wooden box industry have been 
somewhat reduced due to the growing preference for containers of 
other types—corrugated and solid fibreboard—which are strong, yet 
light, the latter quality having the effect of reducing transportation 
costs. Thus it is probable that the total nationwide capacity of the 
box manufacturing industry is adequate to meet the total military 
requirement, though, of course, there are variations in local conditions. 
After World War II, however, military depots, in most cases, re- 
tained their box manufacturing activities and that gives rise to the 
present problem about which the committee is concerned. 

The box manufacturing problem has two separate aspects, corres- 
ponding to the two broad kinds of boxes which are manufactured: 

) Recurring types and sizes; and (2) nonrecurring types and sizes, 
Boxes of each type, of course, may be required in either small or large 
quantities. 

In the case of recurring type boxes, it is possible to predict in 
advance at least a minimum requirement, regardless of whether the 
type is usually needed in small or large quantities. Since require- 
ments can be anticipated, procurement planning may be done suffi- 
ciently in advance to permit purchase of recurring type boxes from 
private industry. Whether such procurement should be used in lieu 
of Government manufacture thus reduces principally to a question 
of economics. 

The Department of the Army is immediately undertaking a survey 
to determine the comparative costs of Government box manufacture 
and the price of procurement from private industry. Cost figures 
presently available to the Army from existing reports do not state our 
costs on a basis that is comparable to the industry price, for our cost 
figures do not include such items as depreciation and insurance. The 
survey will make adjustments for these costs and such other adjust- 
ments as sound cost accounting practice dictates, including an adjust- 

ment for taxes paid by private industry. 

On the basis of the findings of this survey, the Army will decide 
whether manufacture of recurring type boxes by Army depots should 
be substantially terminated, and we will render a full report to this 
committee on the results of the survey and on the decision which is 
made. 

Nonrecurring type boxes present a somewhat more complex prob- 
lem. These are the odd-size and odd-shaped boxes used to pack un- 
usual quantities or unusual items for special orders. Since require- 
ments for these tailormade, sporadically used boxes cannot effectively 
be planned in advance, common procurement methods present con- 
siderable obstacles, and the immediacy of the need for these boxes 
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as, for example, for critical overseas shipments, might not permit the 
delays normally incident to customary procurement methods. 

It may be that open-end contracts will provide a generally satis- 
factory solution to this problem as applied to large quantities of non- 
recurring types. This, however, will depend upon local conditions; 
it is conceivable, for example, that in some cases the distance of the 
commercial box manufacturer from the depot might involve an unac- 
ceptable delay for delivery time. At any rate, a second aspect of the 
Army study will cover the question of the suitability, in light of local 
conditions, of open-end contracts for nonrecurring box types. 

There are also occasions when small quantities of nonrecurring box 
types are needed, and this presents still additional problems. Past 
experience has shown that in many cases private industry is not 
interested in producing these small quantities, and the limited cost 
information which we have tends to indicate that for small quantities 
depots can produce more cheaply than industry, by utilizing personnel 
and equipment that they must have on hand anyway for performance 
of the many functions other than box manufacturing which I have 
mentioned earlier. 

The employment of personnel and utilization of equipment for 
essential non-box-manufacturing activities may thus limit the extent 
to which the Government can economically get out of the box manu- 
facturing business—even if the cost survey should show that it is 
generally cheaper to buy from private industry. Obviously, box and 
crate shop personnel and equipment should be engaged in productive 
work during all working hours, even if the productive work must be 
manufacture of boxes needed immediately, whether recurring or 
nonrecurring types. Hence any adjustment of functions designed to 
achieve the optimum in operating economy may dictate retention of 
part of the Government’s box manufacturing activities. But I wish 
to emphasize that we intend to consider this problem cold-bloodedly 
from the point of view of economy and military necessities; and we 
shall not continue any activity not clearly indicated to be desirable by 
these standards. 

The Navy has under active consideration a draft directive which 
would result in cost studies looking toward curtailment of its box 
manufacturing activities. This directive, which is in a fairly advanced 
state of preparation, is proposed to be sent from the Bureau of Supplies 
and Accounts to all Navy installations engaged in box manufacturing. 
In addition, the Air Force is directing its attention toward a similar 
approach. 

In closing, Madam Chairman and members of the committee, let 
me assure you that with respect to box manufacturing, the policy of 
the military departments is just as the directives of which you are 
aware and the testimony which you have already heard indicate; 
namely, to utilize the services of private industry to the maximum 
extent consistent with economy and efficiency of military operations. 
I think that the action which the military departments propose to 
take in case of box manufacturing is a sensible and realistic imple- 
mentation of this policy as applied to this field. 

At this time I shall be glad to try to answer any questions you may 
have about my prepared statement or about any other aspects of this 
matter. In addition, representatives of the Army, Navy, and Air 
Force have accompanied me, and they are prepared to discuss in 
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greater detail the box manufacturing activities of the installations 
previously mentioned by the representative of the National Wooden 
Box Association who appeared before you, and also to discuss such 
other questions as you may have. 

Mrs. Harpmen. Have you any questions, Mr. Pilcher? 

Mr. Pitcuer. No, ma’am; I do not believe I have. 

Mrs. Harpen. Mr. Lovelace. I presume from your statement you 
have seen the testimony of the industry representatives? 

Mr. Lovetacre. Yes, Madam Chairman. 

Mrs. Harpen. What do you have to say with respect to that 
testimony they gave? 

Mr. Lovetacsr. Well, I think the industry representative was 
speaking what he felt was the facts not only from the standpoint of 
the business he apparently believes is available from the military 
departments—and I think perhaps he had a misconception of the 
amount of business he might obtain from the military—but also with 
the knowledge that there are other containers which are competitive 
and therefore causing a reduction in the amount of business for the 
wooden box association members. Generally speaking, I think Mr. 
Hudson represents an association which has capabilities to make 
boxes. The industry wooden box plants may not always be in the 
locations where they can deliver immediately, but by and large, where 
wooden containers are concerned, I think ke represents a group that 
is pretty widely distributed. 

Incidentally, I have some samples of containers bere which I thought 
might be of interest to the committee here today. 

Mrs. Harpen. When will you be able to report on the progress of 
the program you have mentioned? 

Mr. rae, We have been giving some thought to that and the 
time it would take to develop it, and also to work with the industry 
people. I would say not less than 60 days. 

Mrs. Harpen. What box-manufacturing plants do the services 
have? 

Mr. Love ace. Such as the equipment to make boxes? 

Mrs. Harpen. Yes. 

Mr. Lovetacg. They will have, in varying degree, saws and nailing 
machines. A few others may have drills and planing machines. 

Mrs. Harpen. Would you please give us a breakdown as to the 
location, the service, the cost of installation, and other information 
which the staff will outline for you? Would you furnish us with that 
information? 

Mr. Lovetacer. The cost of equipment in each box and crating 
shop? Is that what you have in mind? 

Mrs. Harpen. Yes. That is what you have in mind; is it not? 

Mr. Pitcuer. That is right. 

(The material referred to follows:) 

DEPARTMENT OF THE ARMY, 
OFFICE OF THE DEPARTMENT COUNSELOR, 
Washington, December 15, 1958. 
Hon. Cecin M. Harpen, 


Chairman, Subcommittee on Intergovernmental Operations, 
Government Operations Committee, House of Representatives. 
Dear Mapam CHAIRMAN: During the subcommittee’s recent hearings on 
wooden box manufacturing by the military departments, the military depart- 
ments were requested to furnish the subcommittee with inventories of equipment 
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in their box and crate shops and the cost of installation of this equipment. Sub- 
sequently the subcommittee staff director requested information as to the number 
of personnel wngaged in box manufacturing and the payroll expenditures for such 
personnel. 

This letter forwards the requested information for all of the military depart- 
ments. The equipment listed on the inclosed inventories has been limited to 
power-driven installed equipment; hand tools such as hammers and saws have not 
been included. The inventory, however, includes all power-driven installed 
equipment in any box and crate shop without regard to the amount of time that 
the equipment is used in box manufacturing activities, as distinguished from the 
numerous other activities performed in box and crate shops. In cases where the 
acquisition cost of the equipment was not readily available from existing records, 
an estimate of the acquisition cost is provided. 

The figures given for personnel engaged in box making operations represent an 
estimate of the number employed on actual box manufacturing operations; the 
figures do not include the full number of personnel employed in box and crate 
shops, many of whom are of course engaged in activities other than box manu- 
facturing. 

It will be noted that the number of military installations listed on the enclosed 
inventories as having box manufacturing equipment differs from the number of 
installations mentioned in the testimony of the Army witness before the com- 
mittee. These differences are explained as follows: It was previously stated that 
the Army has 74 depots in the continental United States at which box manu- 
facturing equipment is located; the inclosed Army inventory includes the 74 
depots and also 4 ports of embarkation. 

It was previously stated that the Navy has 32 major supply distribution points 
in the continental United States; the enclosed Navy inventory includes all Navy 
and Marine Corps stations in addition to the major supply distribution points. 
It was previously stated that the Air Force had 16 depots; in fact there are 17, 
the Newark Transportation Control Depot apparently having been overlooked 
in the previous report. 

It is hoped that this material provides the information which the subcommittee 
wished. 

Sincerely yours, 
Joun G. ApAms, 
Department Counselor. 
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DEPARTMENT 


Circular saws 


iline machines : 
Nailing machine (cut off and rip) 


Bandsaws Joiners 


Naval stations 
Green Cove Springs, Fla_-. $1,3 7 » 37 $415. 00 
New Orleans, La 5, 500 3, 100. 00 | 
Orange, Tex 2 549. 00 
Astoria, Oreg.. l (65 36 


». 53 5 910. 98 


Naval shipyards 
Boston, Mass 2,100. 00 
Bremerton, Wash : Y, l 4,891.00 
Brooklyn, N. ¥ 
Long Be wch, Calif . 
Charleston, 8. C : 7, 305. 52 3 4,751.49 
Philadelphia, Pa 7 
Portsmouth, N. H 3, 06 ) 3, 002. 98 
Derteneuth, Va 4130. 54 
San Francisco, Calif_ -- | < 3 1, 930. 00 
Mare Island, Calif 10,7 15 ! 6, 673. 00 


addin ition 993. 67 27, 479. 01 5, 947. £ 180 64 


Naval aviation supply depot 
Philadelphia, Pa___- } 3 | 3, 031. 65 : 9,110. 34 


, 110. 34 


Annexes: 

Stockton (Listed on Naval 
Supply Center, Oakland 
report ). 

Cheatham, Williamsburg, 
Va. (Listed on Naval Sup- 
ply Center, Norfolk re- 
port) 

Naval supply centers | | 

Norfolk, Va : 13, 5 | , 164.00 , 450. 

Oakland, Calif_- | 20] 53,190.00] 28} 840. 60 8, 918. 03 | 


Total_...- ee | 66, 6: bn 1,004 60 --|10,3 368.03, 


Naval supply depots: | 

Seattle, Wash : i | 3,000.70 | 

Great Lakes, Il] E 3 825. 00 

Mechanicsburg, Pa 23, 5 7, 926. 00 

Newport, R. I | 2, 585 2, 407. 42 . a 
Clearfield, Utah : 7 12, 102. 40 | 3, 550. 00 
San Diego, Calif ; | | 3,150.00}... _]- 
San Pedro, Calif 3,949.88] 3 [man es 
Scotia, N. Y ei oe , 737. 63 | | 5,736.16] 2] 236.10 | 





Bayonne, N. J ; 3, 95 | , 230. 00 | 1 | 1,005. 00 
Spokane, Wash__---- d , 70% 5 3, 929. 70 1 | 1, 293. 36 


Total en a --| 95,072 49, 089. 88 ..| 6,084. 46 | 
Naval advanced base supply | 
depots 
Davisville, R. I ol 5, 3 é 6, i 
Gulfport, Miss ; 3 1, 352. 00 | | 61.00 | 
Port Hueneme, Calif____- : 10, 335. 00 | | 


. a | 3 17, 887. 60 


Naval supply activities: Brook- 
lyn, N. sivche seubhecauredde 370. 00 





370. 00 


Naval medical and dental 
supply depot: Edgewater, | 
N. J. ‘ Samdingeen . : 2, 800. 00 


2, 800. 00 
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or THE NAVY 


Personnel in boxmak- 
ing operations, fiscal 
year 1953 


ing machines laners Miscellaneous ! 


Value 


1, 200. 00 | 
| 
cael 


----| 
150. 00 | 


1, 350. 00 | 


Num- 
ber 














Num- 


Value ber 


608. 28 


he 259.00. 


14, 414. 00 32 | 


14, 414. 00 46, 987 


1, 388. 


1, 648. 00 | 


1, 648. 00 | 


See footnote at end of table, p. 1117, 


Value 


46, 987. 


Total 


quipment 


cost 


2, 100. 00 14 
3, 932. 00 10 
4, 084. 00 


5, 148. 43 3 
, 641. 00 | 

, 516, 
, 900. 5 
, O74 


114.00! 51. 
349. 63 65 
463.63 | 116 


10, 
14, 
16, 


; 158, 3 


800. 00 


800. OO 


$5, 896. 00 | 
10, 410. 00 

7, 184. 80 | 
2, 250. 00 


00 
00 
50 


50, 960. 00 
41, 371. 00 | 
1, 695. 00 
0 | 
23 | 
00 | 
00 | 
34 | 
00 


822. 85 | 
3, 813. 50 
5, 700. 00 
18, 720. 00 | 
50, 934. 00 


00 | 29,120.00 


00 29, 120. 00 


157, 276. 00 | 
245, 998. 97 | 
10 


403, 274. 97 


90 | 
00 | 
00 | 
60 


3, 607. 00 
3, 411. 00 
27, 938. 82 
2, 147. 60 
00 48, 754. 16 | 
50 | 8, 892. 00 | 
00 8, 477. 20 | 
50 10, 000. 00 ! 
00 | 70, 000. 00 
50 | 56, 531. 60 
00 239, 758. 78 


| 


71, 660. 57 
4, 243.00 | 
46, 720. 00 


122, 623. 57 


2, 000. 00 


2, 000. 00 
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Nailing machines 


Activity 


Num- 
ber 


BuShips activity: Naval 


Ship- 
yard, Norfolk, Va Saanien 


-| 11, 453. 


Marine Corps activities 
MCDS, San _ Francisco, | 
Calif 


a. sceeathobetic denims 16 | 
MCDS, Philadelphia, Pa_.- 


BuOrd activities: 
NGF, Washington, D. C.-- 
NAD, Crane, Ind 
NMD, Yorktown, Va_...- 
NPF, Indianhead, Md___--- 
Naval Magazine, Port Chi- | 
cago, Tl set 
NOP, Forest Park, Ill 
NOP, Indianapolis, Ind-.__}-..-- 
NND, Tiburon, Calif 
NUOS, Newport, R.I 
NAD, Hawthorne, Nev__-_. 
NOP, Louisville, Ky -- 
NOP, York, Pa 


DEPARTMENT OF 


Bandsaws 


iNum-) x, Num-| 
ber Value | ber 


Circular saws 


(cut off and rip) | Joiners 


|Num- 


Value Value Value 


ber 
| 





11, 453. 00 3 | 


BOE Totudecloanccs 


00 





36, 658.00 | | 1 '$1, 245.00 |... 
12, 496, 41 hanes 


6! 5,976.00 
6 4, 407.18 |... 


10, 383. 18 | _- 


2 ($4, 740.60 | 


-| 1,246.00 j....- 


9, 154. 41 |- 


4 


| | 
4,911.97 | 


12, 106. 73 | 
2, 220. 75 


6, 907. 04 


22, 772. 52 


"4.069. 30. 


~ §, 270. 00 
21, 273. 15 | 





Total 


BuAer activities: 
NAS: 
Atlantic City, N. J....-|.-.- 
Memphis, Tenn 
San Diego, Calif 
Dallas, Tex 
Oakland, Calif 
Denver, Colo_.-.-. 


Pensacola, Fla_........- Cet 


Birmingham, Ala_.._..-| 


Seattle, Wash 


60, 292. 01 38, 297.85 |...... 


9, 833. 17 


| 


175. 00 
468. 96 | 
2, 546. 63 
150. 00 | 
280. 00 
287. 00 
138. 87 








Whidbey Island, Wash 
Patuxent River, Md 
Anacostia, D. C 
Jacksonville, Fla_......|.....- 
Alameda, Calif. ...... 
Norfolk, Va 
Quonset Point, 
Chincoteague, 
Olathe, Kans 
USMC, (air stations) 
El Toro, Calif . 
Miami, Fla_.....- : 
uantico, Va es 
Cherry Point, N. C ae 
NAMC, Philadelphia, Pa. .__-- 


| "3 435.00 | 


5, 080. ¢ 


0 








1, 350. 00 
1, 012.00 
2, 950. 00 


, 855. 00 
, 603. 80 
2, 050. 00 


400. 00 





. 260. 00 
125. 00 | 
, 398. 86 | 


251. 86 
930. 60 


6, 408. 00 | 








Total quantity 





5, 485.00 |... /)- 
aces] ae 





Grand total value_. 


_.| 375,051 


——_ iF an = = 
85 4..| 236,018.36 |_.-- 














COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 


coe Navy—Continued 






































1117 


| Personnel in boxmak- 








Boring machines Planers Miscellaneous! | ing operations, fiscal 
| year 1953 
ee ee Total oat eee D Cost of 
equipment | the re- 
| | cost Fsti- | port 
m ” Num- , Num- r shell mated Estimated 
er Value ber Value ber Value | man- labor cost 
| | } | years | 
} | 
ee 1 $9, 393. 00 oil et .-| $22, 940. 00 | 1. 20 | $8, 686.08 | . 
9, 393. 00 : ; 22, 940.00 | 1, 20 8, 686. 08 |_-.- i 
| | } 
| | | | | | | 
oe ee ee Rida Wackemaaaadiens } 5 | $10. 644.00 | 51.00 185, 350.00 }.......... 
sha a aieceeiiedl cataksiceiis aaaueain nine 2 2, 549. 79 21.70 75, 272.07 | 5 
a ..|------| 23, 193. 79 | 72.70 | 260, 622.07 | a 
| | | j | | 
4} 1 | 700.00 | 12 | 8,925.00 | 38, 000. 96 | 21. 30 | a cae 
2| 4,436.23} 1 525,00} 1] 1,120.00| 44,915.18 14.00} 60, 466.49 |- 
siaetial said tenia iaioiniaa ebaxaal 2 700. 00 2, 100. 00 7, 25 | IE Biscciceon 
Jeikdgs Maat idecéalsthccbithoon lobiddeladiccccacoua, Sup aaa 25 | 5, OUOO F..<.-..... 
dilneiawenebe _— cictiunst te ee 3, 850. 00 | 1. 00 OE Pdcccesncee 
Miazadietanwe | 1 265. 37 1 1,398.39 | 3,686.84 | 3. 80 15, 100. 00 | $19. 57 
<bibemmbadebeobal 1 944.40 |_....- denitneas 2, 982. 82 7. 30 30, 270.00 |_.--- ‘ 
on Chie e: Sei Ot aoe 286. 40 1. 787. 86 | 3.50} 14,350.00 |____- 
a 753. 42 | 1 | 900. 00 | l 660.81 | 10, 784. 44 3.00 | ORO Lo Scnniones 
a eects Ne coe ees 2 5,916.70 | 31, 862. 47 | 2.77 | 10, 404.00 |... 7 
kos eda eee | cusses aueecakes nal nenveenn---| 1,760.00} 3.00] — 11, 232.00 | 2. 50 
. are a ee ee | 209. 85 | 2.00 6, 900. 00 
panel rinsed echnical aeiarttatebielainepel nage innit pone maitidbinnnivng inate hecndlibigieeat 
“ 8, 077. 60 3, 334. 77 | | 19,007.30 | 156,091. 65 69. 17 284, 118. 57 22. 07 
hieninbaisecanves spinel 1 | 511. 20 686. 20 .13 oo mn 
indiana 1, 648. 06 | 2.00 | aE TE neiduitieiiests 
5, 280.00 | 24, 203. 63 | 13. 00 51, 105. 00 : 
500.00 | 1. 150. 00 1.00 3, 993. 60 10. 00 
oad 780.00 | 0.0 Siidbeabedilea titi 
abwae 287.00 | 1. 45 5, 090. 50 8. 00 
1, 157. 96 | 1, 440.17 | 4.00 ee 
300. 00 300. 00 02 8&3. 00 
1,584.40 | 2,465.00 12. 00 | OR OO Th cin cscecn 
eee Se ar 7 ——— . a 
ie tc} ewes Bae _.| 9,333.56 | 32, 960. 06 33.60 | 129,345.78 | 18. 00 
= Serer 2.0 ve 200.75 | 1, 185.05 41 1, 567. 50 : 
cana fvecvngdioeiatl’ ) iN) 975.00} 4] 2,400.00 | 4,025.00 41 | 1, 638. 18 |.....- 
1 | 130. 00 | 1 750.00; 3 | 870. 40 3, 193. 94 - 98 | 2, 506. 00 |..-..- 
--.------| 1] 1,563.00] 2] 1,218.00} 5,986.00 } 3.00] 11,698.81 |... 
2 314. 50 |... i ’ a 2 1,872.00 | 12, 237.30 | 13. 00 3, 573. 00 
a 1 3, 000. 00 2 3,369.14 | 16, 912. 87 34. 30 133, 680, 21 . 
1 | 112, 00 | E cesawea 8 | 2,936.00 5, 479. 75 4.15 15, 039. 45 
ait ee li inl pica tee . 4.00 | 16, 390. 40 ; 
1 150.00 |...... : A 3 662. 19 1, 953. 37 2. 25 | 10, 033. 92 | . 
| | | | 
ecces | ere ; ....| 3, 260.00 4.00 18, 359. 60 0.00 
1} 244.00 |......|- ‘ 1 | 328.05 | .§ 1.00 3, 900. 00 
~-2-|--2-- Bch | 3 a oom , 329. 46 18 1, 537. 20 " 
1 | 250. 00 1 | 1, 500. 00 | 5 1,620.00 | 6,815.00 1. 0 5, 616. 00 - 
7 at 1} 650. 00 7, 416. 00 12. 30 52, 122. 24 
| 1, 200. 50 |__- } 7, 788. 00 16, 125. 53 71, 867. 65 | 81.48 | 327, 662. 51 
21 | e 15 | 
—— | 11, 836. 60 [aa= | 38, 445.05 118, 841. 83 | 861, 572. 41 539.73 | 2,017, 924. 73 937 


| 
| | | 





1 Includes shook splicers, power conveyor feeds, blower systems, 
pair equipment, etc. 





air compressors, saw grinders, saw re- 
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Mr. Lovetace. I would like to call on Commander Shea of the 
Navy. 

Mrs. Harpen. To expedite things, if you could just give it to Mr. 
Ward after we complete the hearing that would be all right. 

Mr. Lovretace. We can give you representative costs as far as 
equipment is concerned. Is that what you are interested in, Mr. 
Ward? 

Mr. Warp. An inventory of the facilities and what is in them. 

Mr. Love.ace. For all plants? 

Mr. Warp. Yes. By services. 

Mr. Lovetacr. We may have to get that and submit it separately, 

Mr. Warp. That is all right. 

Mrs. Harpen. How many feet of lumber are used per annum in 
the factory? 

Mr. Lovetacz. I will have to call on Mr. Williamson of the engi- 
neers to furnish that information. 

Mr. Wixuiamson. We do not have the breakdown of the lumber 
that is purchased for boxing. The Corps of Engineers purchases the 
lumber for the three departments. During the last fiscal year the 
total purchases were 1.3 billion feet of lumber. 

On the items of lumber that are purchased, many of the grades are 
suitable for repairs and maintenance, for construction, and for boxing, 
but the grades are interchangeable so we do not have the breakdown 
as to the end use of the lumber after it goes to the three departments. 

Mrs. Harpren. My next question is, What grade of lumber do you 
ordinarily use? 

Mr. Wiuuiamson. In the boxing and crating shops? 

Mrs. Harpen. Yes. 

Mr. Wiiuiamson. That varies between the departments. No. 2 or 
No. 3. And especially with the different species of lumber. 

Mrs. Harpen. Do you use lumber produced by the military 
sawmill? 

Mr. Wituramson. I can only answer for the Department of the 
Army on that end of it. We do harvest timber on military reserva- 
tions by private contract. We do not do it with any Army equipment. 

Mrs. Harpren. How about the Air Force and the Marines? 

Major O’Brrr. We procure our lumber through the Army. They 
procure it through new sources. We do not harvest any of our own 
for box shop operation. 

Commander Sura. Similarly the Navy gets all of its lumber 
through the Army engineers, which has a single purchase responsibility 
for lumber. I have no knowledge of Navy use within the continental 
limits of lumber harvested from Navy reservations by Government 
personnel, or from Government reservations. 

Mrs. Harpen. Have you endeavored to procure necessary boxes 
by purchases? 

Mr. Lovertace. Yes, Madam Chairman. We do procure quite a 
large number of containers. I use the word “container” as differen- 
tiated from wooden boxes because of the samples shown here. We 
procure corrugated and solid fiberboard boxes, wirebound boxes, and 
some wooden boxes in knockdown or shook form, which we assemble 
at the installations. 

Of course, the boxes required for new procurement are obtained 
from industry and are included as part of the procurement contract. 
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The boxing operations performed at installations require the use of 
the boxes assembled or made at the depots. The majority of all con- 
tainers are procured from industry. In some cases many of the 
wooden containers are procured from industry. Practically all of 
the ammunition boxes are procured from industry. 

Many of our ordinary wooden boxes which are utilized in boxing 
military supplies are procured not as so-called standard sizes, but re- 
curring sizes. In other words, where you will have the same size box 
that will be used in that same size over and over again. 

Then we come to what I mentioned in my statement as nonrecurring 
sizes, which are the odds and ends of special size boxes, or crates, whic h 
are needed for military supplies. 

Mrs. Harpen. Mr. Lovelace, will you please give us a comparative 
cost breakdown showing your manufacturing costs versus procure- 
ment costs? 

Mr. Lovetace. We do not have comparable costs, Mrs. Harden. 
The cost figures that we have at the present time are cost figures on 
labor, and supplies consumed. Now, then, that is what we propose to 
develop in our study. That is to include all costs, which would include 
depreciation and a factor for insurance and taxes. 

We do not have those figures. 

Mrs. Harpen. Thank you. Have you any questions, Mr. Pilcher? 

Mr. Pitcunr. I would like to make one statement, Madam Chair- 
man, to Mr. Lovelace that is along the lines I made to Admiral 
Manseau. 

I think these gentlemen should realize what we are up against here. 
I would like to say now, Madam Chairman, I believe from the evidence 
we have had before this committee that a bill could be introduced in 
Congress today, if it were possible to get it before the House and 
passed, in regard to Government in business, which would be so drastic 
that it would hamper the military and unless they limit the extent to 
which they are going into private industry, the Congress may pass a 

bill that I think not ‘only would be detrimental to the military, but to 
the country. Isay that because a are alarmed over this and it is 
up to you boys yourselves to think about private industry when you 
are thinking : about the Government. 

It is up to you, and other gentlemen like you, to help us work this 
thing out in a way that would be for the best interests not only of 
national defense, but for the country. 

Mr. Lovrexacr. I am sure you are right, sir. 

Mrs. Harpren. Have you any questions? 

Mr. Warp. I have a few questions. Will you check for sure to 
determine whether or not lumber is being cut on military-owned land, 
and used in the box operations? 

The reason I mention that, is a representative of the lumber asso- 
ciation is complaining particularly about Eglin Air Force Base, saying 
that they are cutting good timber, and not necessarily cutting it with 
respect to getting the highest grades out of it and sorting it, as w ould 
be the custom in commercial practices, but using it for “lower classes 
of use, like boxing, and so forth. The refore the high- yrade lumber is 
being lost. 

7 hey also mentioned that the marines bad a similar operation, I 
believe in North Carolina. 
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Will you check and let the committee know about that? Have there 
been aay box factories installed in the last year by any of the services? 
(The information requested on sawmill operations follows: ) 


STATEMENT ON LUMBERING OPERATIONS AT AIR ForCcE INSTALLATIONS 


The Air Force does not harvest timber for the purpose of providing lumber for 
box-shop activities. However, harvesting operations are carried on at two 
bases, namely Barksdale Air Force Base by contract and Eglin Air Force Base 
by a small, self-contained sawmill. 

At Barksdale, a contract was entered into with the Woodward-Walker Lumber 
Co., Inc., Taylor, La., for the removal of 260,005 board feet of pine, 169,906 
board feet of hardwood, and 128 cubic feet of pulp. This timber, which stands 
on 287 acres of land and is specifically marked for harvest in consonance with the 
base timber-management plan, was sold for $11,762.50 and will not revert to the 
Air Force. 

The Air Force conducts sawmill operations at Eglin Air Force Base. The most 
important considerations for carrying on this activity are as follows: 

(1) The safety of logging crews who might possibly be injured or killed as a 
result of air-to-ground bombing and gunnery missions. This alone constitutes 
a very serious hazard. While no bombing or gunnery missions might be 
scheduled in an area where logging operations are underway, the threat of acci- 
dental bomb drops and gunnery firing will always be present due to human error 
and equipment malfunction. In fact, there have been several instances of near 
tragic accidents to both civilian and military personnel who have entered danger 
areas without proper coordination with scheduled aerial missions. Further, 
bombing and gunnery evaluation missions, along with certain training, encompass 
the use of live ammunition, thus increasing the possibility of accidents to personnel 
working in the proximity of danger areas. It is obvious that imposition of any 
unjustified restrictions on the use of these ranges will detract from the primary 
use for which they are required. 

(2) An equally important consideration is that of security within the reserva- 
tion. At the present time, there are active radar sites, precision bombing and 
gunnery ranges, direction finding stations and equipment of a highly classified 
nature located within the reservation. It would be extremely difficult to protect 
adequately equipment of high security classification of the general public were 
permitted to occupy or use the forest in the area of these sites. 

(3) The problem of insuring that controlled timber cutting is in accordance 
with the established forestry-management plan. The Eglin Air Force Base 
Reservation has been under a continuous FMP for the past 40 years, the original 
plan having been written in 1910. This plan, rewritten by the air proving 
ground in collaboration with the United States Forestry Service in 1949, specifies 
that timber will be cut in accordance with Public Law 345, 81st Congress. 
Briefly, the objectives of the plan are: 

(a) To conserve and sustain forest resources. 

(b) To harvest the allowable cut of timber by methods which most successfully 
regenerate the species. 

(c) To plant open areas and conduct timber stand improvement work. (Plant- 
ing approximately 1 million seedlings annually.) 

(d) To protect the forest from fire, trespass, insects, and disease. 

(e) To protect and propagate natural game and wildlife. 

The air proving ground at Eglin Air Force Base maintains a forestry organiza- 
tion manned with highly competent personnel, most of whom were transferred to 
the Air Force from the Department of Agriculture when the Choctawhatchee 
National Forest was redesignated as the Eglin Air Force Base. Hence, these 
men are aware of objectives of good forestry management along with being 
familiar with the area comprising the forest itself. 

Although the reservation is comprised of 465,000 acres, containing some 
112,523,000 board feet of merchantable timber, the annual allowable cut under 
the forestry-management plan is only 2,800,000 board feet. The lumber har- 
vested at Eglin is, for the most part, utilized by the air proving ground itself in 
range construction, bridge maintenance, and general repair and construction. 
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SAWMILL OPERATIONS OF THE Navy, AuGcust 1953 
GENERAL 


Timbering and sawmill operations within the Department of the Navy are 
conducted with two basic objectives: (1) To act in the best interest of forest 
propagation, and (2) to enhance station construction and safety. The first 
objective is achieved on a planned selective-cutting basis. The natural resources 
of the individual stations are preserved by means of forest thinning, salvaging, 
and limited planting. The second objective is achieved through clearance of 
timberland so as to enable construction of buildings and facilities. Station safety, 
as well as forest conservation, is abetted through the cutting and maintenance of 
fire breaks. Incident to these operations, a supply of lumber is created. However, 
such supply is a small portion of total Navy requirements. Efforts to conduct 
these operations by commercial contract have been defeated by the inability to 
regulate station security or to maintain station safety when the logging crews of 
private contractors are employed. 


PLAN OF MANAGEMENT 


All stations conducting sawmill operations have been directed to prepare and 
maintain an effective land-management program on the timber-producting lands 
under their control and jurisdiction. Such programs are to be made after full 
utilization of information and assistance offered by the Forest Service, Depart- 
ment of Agriculture. 

USE TO WHICH LUMBER PUT 


Lumber generated by the timbering operations of the Navy is primarily utilized 
for dunnage, shoring, railroad ties, structural repairs, and for use as rough timbers. 
In addition, the Navy is able to meet some of its Western Pacific stock require- 
ments by the operation at Subic Bay, Philippine Islands. It is considered that 
no surplus of lumber exists from timbering operations of the Navy. 


SPECIFIC DATA ON INDIVIDUAL OPERATIONS 


Naval Ammunition Depot, Charleston, S. C. 

Average daily capacity: 6,000 board feet. 

Annual production: 50,000 board feet. 

Type: Small circular. 

Personnel employed: Regular station personnel are assigned to the sawmill on 
the infrequent occasions when operations are conducted. 


Naval Ammunition Depot, McAlester, Okla. 

Average daily capacity: 6,000 board feet. 

Annual production: 50,000 board feet. 

Type: Small circular. 

Personnel employed: Regular station personnel are assigned to the sawmill 
on the infrequent occasions when operations are conducted. 


Naval Ammunition Depot, Hingham, Mass. 

Average daily capacity: 6,000 board feet. 

Annual production: 40,000 board feet. 

Type: Small circular. 

Personnel employed: Regular station personnel are assigned to the sawmill on 
the infrequent occasions when operations are conducted. 
Naval Ammunition Depot, Crane, Ind. 

This sawmill was established to process timber generated from the establish- 
ment of fire breaks. It is now completely shut down. 
Naval Ammunition Depot, Bangor, Wash. 

This sawmill is not in use and has been dismantled. 


Naval Mine Depot, Yorktown, Va. 
Average daily capacity: 10,000 board feet. 
Annual production: 1,500,000 to 2 million board feet. 
Type: No. 2 American. 
Area of supply: 7,000 acres. 
Personnel employed: 9. 
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Naval Station, Subic Bay, Philippine Islands 
Average daily capacity: 35,000 board feet. 
Annual production: 4,800,000 board feet. 
Area of supply: 120 million board feet. 
Camn Lejeune (US Marine Corps), North Carolina 
Average daily capacity: 10,000 board feet. 
Annual production: 1 million board feet. 
Type: Circular, stationary, ground type No. 5 Corley. 
Area of supply: 60,000 acres. 
Personnel employed: 10 to 12. 


Construction Battalion Center, Gulfport, Miss. 

All timber is being marked by United States Forestry Service for subsequent 
sale by a supply contract as standing timber. In this case, it is possible to have 
the harvesting done by private enterprise. 


Ten Naval Shipyards at Coastal Ports in the United States 


Each naval shipyard operates a job-shop sawmill as an adjunct to woodworking 
shops. These mills consist of bandsaws and ripsaws, ana process lumber bought 
from commercial sources for the end use intended. Each mill employs about 
seven workers. 


STATEMENT CONCERNING Corps OF ENGINEERS HARVESTING PoLicy 


1. Timber harvesting on Department of the Army lands is a part of a land- 
management plan and is basically for the purpose of maintaining woodlands and 
the prevention of waste of natural resources. Harvesting projects are developed 
after a careful survey of the woodland is made by well qualified and professionally 
competent personnel, trained in forestry management practices. These wood- 
lands total approximately 1,800,000 acres. The greatest volume is found in the 
pine forest of the Southeast and in the Douglas fir forests of the Northwest. From 
25 to 50 million board feet of sawtimber, poles, ties, and pulpwood are being 
harvested annually from the forest lands of Department of the Army installations 
within the continental United States. The real beginnings in sound forestry and 
management were made in 1947 and 1948. At that time forests were being 
severely overcut, and serious fires ruined other areas. Foresters predict that the 
present annual harvest can be increased threefold when the management and 
protection activities are fully operative in all areas. 

2. Contracts for harvesting are awarded to private concerns having the per- 
sonnel, equipment, and experience to perform on a commercial basis. Contractors 
do the logging and milling in accordance with commercial practices. In the woods 
they are supervised by the professional foresters who have marked the trees to be 
removed and keep an eye on the operations to insure good forestry practices. 

3. Most of the sawtimber is utilized by the Department of Defense for military 
requirements. When the trees to be cut are of such size or species that they do 
not meet military requirements, advertised sales are made to private concerns. 
Pulpwood from thinnings and tops is a major product of such sales. The records 
show savings of $8 to $15 per thousand board feet of lumber harvested for defense 
needs when compared with the prevailing price of such lumber if purchased in the 
competitive private lumber market. 

4. The Army does not operate any sawmills with its own personnel. All such 
work is performed under contract with private industry. 


Mr. Lovetacr. As far as we are concerned in new box shops, I feel 
sure that for the Army, there would have been only one new one to 
take care of the work generated at the Tobyhanna Signal Depot which 
was just activated during this last year. Other than that we have not 
opened or activated any new box and crate shops for several years. 

Mr. Warp. How about the Air Forces? 

Major O’Berr. We have opened up one very small box shop in 
Spokane at the Spokane Air Depot. We hardly speak of it as a box 
shop because at the last check I had we had six persons working in it. 
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Mr. Warp. How about the Air Materiel Command at Dayton? 
We were there in August and they were constructing a new building 
at the time. 

Major O’Bert. We have a small box shop. I think you are speak- 
ing of headquarters, Air Materiel Command. We have a small box 
shop there of 22 persons. ‘Their consumption last month was 70,000 
square feet of lumber. They had 3 cutoff and 3 rip saws and 3 nail- 
ing machines. Of their production, 75 percent is for crating—all 
crates. 

Mr. Warp. That was installed during the last year? 

Major O’Bert. No, sir. They have had that for the past 15 years 
or more, except that they changed locations. 

Mr. Warp. A new building? 

Major O’Brrt. That is correct. 

Mr. Warp. And new equipment, perhaps? 

Major O’Berrt. Yes, sir. 

Mr. Warp. That is all I have. 

Mrs. Harpven. Any further questions? 

Mr. Prucner. No, Madam Chairman. 

Mrs. Harpen. Mr. Lovelace, the committee is grateful to you and 
your assistants for so ably expressing your viewpoint. We thank you. 

Tomorrow we hope to conclude the third part of these hearings. 
We will hear the Department of Defense representatives on com- 
missaries, tug and barge operations, and alcoholic beverages. We will 
meet in this room at 10 o’clock tomorrow morning. Until that time 
the meeting is adjourned. 


(Whereupon, at 12:40 p. m., the subcommittee adjourned until 10 
a, m. the following day, Tuesday, July 28, 1953.) 











INVESTIGATION INTO COMMERCIAL AND INDUSTRIAL 
TYPE ACTIVITIES IN THE FEDERAL GOVERNMENT 


THURSDAY, JULY 30, 1953 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met at 9 a. m., Hon. Cecil M. Harden (subcom- 
mittee chairman) presiding. 

Mrs. Harpren. The subcommittee will come to order. The clerk 
will call the roll. 

(The clerk called the roll and the following members answered to 
their names: Mrs. Harden, Mr. Meader, Mr. Hillelson, Mr. Brooks, 
and Mr. Pilcher.) 

Mrs. Harpen. I deeply regret it has been necessary for us to post- 
pone so many of our hearings. I hope you gentlemen will appreciate 
what busy days these are for all of us. 

Today we hope to conclude our hearings on commissaries, tugboats, 
and large operations and the handling of alcoholic beverages. 

Will the witnesses on commissaries please come forward and take 
the oath. 

(The following witnesses were sworn: Maj. Gen. W. P. T. Hill, 
United States Marine Corps; Comdr. R. A. Williams, United States 
Navy; Col. V. E. Wickman, United States Air Force; Lt. Col. J. W. 
Maxwell, United States Air Force; Mr. E. C. Burnett, Office of the 
General Counsel, Office of the Quartermaster General; Brig. Gen. 
Ira K. Evans, Deputy for Operations, Office of the Quartermaster 
General, Department of the Army; Maj. Gen. Boniface Campbell, 
Department of the Army.) 

Mrs. Harpren. General Campbell, will you proceed, please? 


TESTIMONY OF MAJ. GEN. BONIFACE CAMPBELL, DEPARTMENT 
OF THE ARMY 


General CampBELL. I have a statement that I would like to read. 

Madame Chairman and gentlemen of the committee, the overall 
policy with respect to the management and logistical aspects of 
commissary stores will be discussed by representatives of the Office 
of the Quartermaster General. I shall, therefore, confine my remarks 
to the morale value of commissary stores at military installations. 

From a morale standpoint, I believe it would be difficult to overstate 
the value of the commissary store to members of the Armed Forces, 
particularly to the married enlisted men. Commissary stores have 
been traditional with the services since 1866. They replaced a vicious 
“sutler system” in vogue during the Civil War. They have always 


1125 





1126 COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 


been considered an important motivating factor for those who select 
the military services as a career.. As the committee is doubtlessly 
aware, we in the Armed Forces are'greatly concerned at present about 
the severe drop in the re enlistment rate among our Regular service 
personnel, particularly among our senior noncommissioned officers. 
In the Army this reenlistment rate among our top three grades of 
enlisted men, the senior noncommissioned officers, has dropped from 
58 percent immediately before the Korean conflict to a 24.3 rate at 
present. In the Navy there is a similar trend toward loss of senior 
enlisted personnel, and the Air Force, in the higher technical special- 
ties, is experiencing reenlistment rates as low as 15 percent among 
their highly trained and qualified noncommissioned officers. At the 
present rate of reenlistment the Regular Army strength will decline 
from the 550,000 at present to about 300,000 in the next 3 years. The 
most serious aspect of this problem is not apparent in raw statistics. 
It shows up in an analysis of the kind of men we are losing—the 
Regular NCO’s in the services with from 12 to 15 years of service—the 
men who are the traditional backbone of the Regular services. 

I should like to point out here that 62 percent of these senior 
noncommissioned officers among Army personnel are married. We 
no longer have services made up of bachelors as we once had. The 
commissary is, of course, very important to these family enlisted 
men. In the case of officers, the situation is much the same. Thirty- 
six percent of all ROTC students tendered appointments in the 
Regular Army, during the period 1949-52, declined to accept; the 
percentage of resignations from the USMA jumped from 5.4 percent 
in 1950 to 11.9 percent in 1952. In the ave ROTC program the 
number applying for Regular Navy commissions dropped from 60 
percent in 1950 to 10 percent in 1953. Many senior officers fear that 
the quality of junior officers may be affected. 

While there are many factors which contribute to the attractiveness 
of the service as a career and the man’s attitude toward remaining in 
the service, we feel that the privilege of using the commissary is an 
important consideration when the time comes for him to make this 
decision. 

The privilege of purchasing subsistence for his family from the 
commissary has traditionally been an important emolument of military 
service and was so considered by the Hook Commission in establishing 
the pay structure for the military services which was enacted into the 
Career Compensation Act of 1949. It seems inconsistent that we be 
so concerned with maintaining strong military forces for the sake of 
national safety, as to be willing to spend billions of dollars in their 
development, and at the same time, permit any controllable action 
to be introduced which impinges directly on the morale of such forces. 

This committee undoubtedly appreciates that any proposals for 
the abolition of commissaries or changes in their operation which may 
result in a diminution or encroachment upon this so-called fringe 
benefit is a matter of serious concern not only to all members of the 
active Armed Forces but also to retired personnel, widows, hospitalized 
and disabled veterans and others. 

As I have said, we are concerned about the loss of attractiveness of 
the service as a career. Good management in any private organiza- 
tion faced with the prospect of a declining ability to attract and hold 
competent personnel would undoubtedly take positive steps to increase 
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the tangible and intangible emoluments it had to offer. As a matter 
of fact, private industry in recent years has been steadily increasing 
benefits for its personnel. For the Federal Government to engage in 
an opposite program within the military, while competing with private 
business for competent personnel, seems inconsistent with good man- 
agement practices. The Hook Commission in commenting on so- 
called fringe benefits among the services stated ! 

It would be unfair and incorrect to state that military personnel do not have 
certain advantages accruing from these privileges, but it would be equally unfair 
to maintain that these are more prevalent or far superior to those frequently 
obtained in industry. 

The Commission commented further that— 


To a large extent, many of these are balanced by the hardships and disadvantages 
of military life, such as the losses involved in frequent household moves and 
additional expenses for clothing and equipment. 

All servicemen have entered the service with the understanding that 
existing privileges would be retained during their term of service and 
upon retirement. It is ncumbent upon the Government to fulfill its 
responsibility in this implied contract. The largest single group 
affected in this case is the married career enlisted man, the hard core 
of the Military Establishment. 

When considered alone, the question of commissaries is one of major 
significance dealing directly as it does with the necessities of life and 
the ability of the serviceman to maintain his family at a proper stand- 
ard. Military personnel reside in a particular area by order of the 
services and do not have the prerogative of quitting and moving on 
if conditions are bad. The armed services require qu: ality in men. 
To retain to the services qualified individuals, the military service 
must be made and kept attractive to him. Many hardships are 
integral to the military life and are accepted by the individual who 
elects the military life with the understanding that military perquisites 
will continue to be available to him. When it now becomes apparent 
that each of these perquisites is being considered in turn for with- 
drawal from the military service, the withdrawal of this particular 
perquisite becomes one of transcending importance because it strikes 
at the very heart of the military life and the continued effectiveness 
of the armed services. 

There have been expressions of the view that commissary privileges 
should be limited to personnel living on the military installations, thus 
denying the use of the commissary to military personnel and their de- 
pendents living in the civilian community. 1 think it fair to point 
out the fact that the reason so many of our married personnel must 
live in the civilian ee be subjected to high rents, and so 
forth, is the failure of the Government to provide housing on the mili- 
tary installation for more than a small percentage of those eligible for 
such housing. To deny personnel living off post the priv ileges of the 
commissary “would be to further penalize those not provided family 
quarters by the Government and to impose a still greater financial 
hardship on such families. 

Madam Chairman, in closing I should like to reemphasize the fact 
that we look upon the commissary as a very important morale con- 

1 See p. 54, Career Compensation for the Uniformed Forces, Army, Navy, Air Force, Marine Corps, 


Coast Guard, Coast and Geodetic Survey, Public Health Service, a report and recommendations for the 
Secretary of Defense by the Advisory Commission on Service Pay, December 1948, 
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sideration in our present efforts to obtain and hold high caliber career 
personnel, and we most earnestly recommend tbat no action be taken 
on this matter which will further reduce the attractiveness of the 
service as & career. 

I would be glad to answer any questions on the statement now, or 
after General Evans has discussed the business and logistic aspects of 
commissaries. 

Mrs. Harpen. Mr. Meader, do you have any questions? 

Mr. Meaper. Yes; I have. 

General, this factor of morale, as I recall it, was not mentioned as 
the basis for authorizing commissaries in the directive of the Secretary 
of Defense; am I correct about that? 

General CampBELL. I am not sure on that. I doubt if there is a 
specific reference to it. 

Mr. Meaper. Our testimony before indicated—and I am just basing 
this on my recollection and not on the record—there were certain 
criteria established which must be met before the military could pro- 
vide these grocery-store services; that is, the matter of adequate com- 
mercial facilities available within a reasonable distance and at a reason- 
able price. 

General Camppe.u. That is right. Those will be covered in 
General Evans’ statement. 

Mr. Meaper. This goes to the matter of principle, because as I 
listened to your statement—and I did not hear it all because I came 
in while you were in the middle of it—you were emphasizing morale. 

General CAMPBELL. I am, sir. 

Mr. Meaper. As the basis for this so-called fringe benefit. 

General CAMPBELL. As a basis, sir. 

Mr. Meaper. And my question is whether or not that entered into 
the original foundation for the establishment of these commissaries. 
My recollection is that was not mentioned. 

General CampBe ut. I can only answer you, sir, by stating that 
the commissaries since 1866 have been with us. At that time the 
military lived largely in the small posts which were isolated and they 
were absolutely necessary. They have come to be an accepted fact 
and are considered as a part of the perquisites or emoluments of the 
military service. 

Mr. Meraper. They are now, but originally that was not the 
purpose of the commissaries—to provide some additional benefits to 
the military personnel. They were to provide a service which was 
not otherwise available; is that not correct? 

General CampBELL. To some degree; yes. 

Mr. Meaper. I would just like to get your reaction to the general 
proposition of the Government engaging in businesses in competition 
with private enterprise. Do you favor that as a principle, General? 

General CampBgE.L. I favor the retention of commissaries and any 
of these things that provide so-called fringe benefits. The commis- 
saries provide foodstuffs at a somewhat lower cost, I believe, than do 
commercial firms. That is an important consideration for our junior 
officers and for our noncommissioned officers. 

Mr. Maver. My question was whether or not you agreed that in 
general the Federal Government ought not to engage in commercial- 
or industrial-type facilities and activities. 
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General CampBELL. As a general proposition my personal reaction 
would be they should not. In the specific case of commissaries and 
things of that kind, I very definitely believe, sir, they should, and 
should continue on much the same basis on which they are now 
operating. 

Mr. Muaper. You are not advocating an expansion? 

General CAMPBELL. No, I am not. 

Mr. Meaper. In commissary activities? 

General CampBE.L. No, I am not, sir. 

Mr. Meaper. Yet, if your basis for having commissaries is to make 
the service attractive, and that is the primary consideration, that 
would seem to present the argument that the more of them you have 
and the greater discount that could be obtained in commissaries the 
more attractive the services would become. 

General CAMPBELL. That is true. 

Mr. Osmers. I have several questions, but I think I will defer them 
until we have the next statement and have the whole problem before 
us. 

Mrs. Harpen. General Campbell, have you seen the statements of 
the GAO? 

General CAMPBELL. I have not. General Evans has seen them. 

Mrs. Harpen. Perhaps I should direct these questions to General 
Evans instead of to you. 

Do you agree or disagree with the representatives of the GAO that 
the 52 commissaries studied are within reasonable distances of ade- 
quate commercial grocery stores? 

General CampBE... I will ask General Evans to take care of that. 

Mrs. Harpen. Would you care to make your statement first, 
General? Perhaps you have answered some of the questions in there. 
You may proceed. 


TESTIMONY OF BRIG. GEN. IRA K. EVANS, DEPUTY FOR OPERA- 
TIONS, OFFICE OF THE QUARTERMASTER GENERAL, DEPART- 
MENT OF THE ARMY 


General Evans. Madam Chairman and gentlemen, I have been 
designated to discuss on behalf of the Department of Defense various 
aspects of commissary-store operations which have come into issue 
before your subcommittee. There are with me today personnel of 
the Army, Navy, Air Force, and Marine Corps who are familiar with 
the details of the operation of the commissary stores maintained by 
their particular departments. These gentlemen are: Maj. Gen. 
W. P. T. Hill, USMC, Quartermaster General, United States Marine 
Corps; Comdr. R. A. Williams, USN; Lt. Col. V. E. Wickman, USAF; 
and Lt. Col. J. W. Maxwell, USA. I also have with me Mr. E. C. 
Burnett, Office of the General Counsel, Office of the Quartermaster 
General. I may from time to time call upon these gentlemen for 
assistance in explaining some matter pertinent to a particular service 
or in answering detailed questions of the committee. 

As General Campbell has pointed out to you, the continuation of 
commissary stores is a most important matter to all military personnel. 
General Campbell has discussed the morale aspect of commissaries. 
It is my purpose to discuss the existing criteria set forth in the Armed 
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Services Commissary Store Regulation—which for the sake of brevity 
I shall refer to as the ASCSR—and the implementation and enforce- 
ment of these criteria. 

I think, Madam Chairman, that the testimony presented to this 
committee by various witnesses may have left an impression that the 
ASCSR criteria are poorly enforced and, more particularly, that each 
and every one of the 52 commissary stores cited in the testimony of 
the General Accounting Office, as well as certain other Navy commis- 
saries in California, do not meet the established criteria and therefore 
should be disestablished. For that reason and in order to clarify the 
basic issues, I should like to discuss the criteria and especially their 
enforcement. After I have concluded my formal statement, each of 
the representatives of the armed services here with me is prepared to 
discuss that portion of the GAO survey exhibit applicable to his par- 
ticular service. 

At the outset, I should like to mention briefly the genesis of the 
ASCSR. This regulation was the result of extensive hearings in the 
early part of 1949 before a special subcommittee of the House Armed 
Services Committee, chairmaned by Congressman Philbin. The 
ASCSR was approved in August 1949 by the subcommittee as repre- 
senting the conclusions and final decisions of the subcommittee as 
theretofore reported to and approved by the full committee. The 
ASCSR as approved contained a provision that commissary stores 
would not be authorized where adequate commercial facilities are con- 
veniently available and sell commissary merchandise at reasonable 
prices, as determined by each service. I should like to introduce into 
the record at this point an up-to-date copy of the present ASCSR 
with the five changes now in effect. 

(The material referred to follows:) 


ARMED SERVICES COMMISSARY STORE REGULATION 
CHANGE No. 5 


The following revision and addition shall be made applicable to the Armed 
Services Commissary Store Regulation dated 1 August 1949: 

Paragraph 1-301: Change this paragraph to read as follows: 

1-801 General Policy. The establishment of commissary stores shall be 
authorized within the continental limits of the United States only in accordance 
with the criteria set forth in Section V of this Regulation. In January of each 
year, each Service shall re-examine on an individual basis the commissary stores 
that have been authorized. When it is found that the necessity for a commissary 
store no longer exists, the authority for its operation shall be withdrawn.”’ 

New section added: 


Section V. CRITERIA FOR DETERMINING THE ESTABLISHMENT AND 
DISESTABLISHMENT OF COMMISSARY STORES 


5-000 Scope of Section, The following criteria are established for the informa- 
tion and guidance of all concerned in determining the establishment and disestab- 
lishment of commissary stores under the provisions of paragraphs 1-301 and 1-302 
of this Regulation. 

PART 1—ADEQUATE FACILITIES 


5-101 Authorized Facilities. The available commercial facilities must offer to 
the prospective patron the same departments normally found in commissary 
stores—groceries; meats; meat products and sea foods; dairy products; frozen 
fruits and vegetables; fresh fruits and vegetables; and authorized misceJlaneous 
household items. It is not required that all of these broad categories be incorporated 
in any one store, but they must be available from commercial sources within the 
immediate shopping area. 
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5-102 Selection of Individual Items. The commercial facilities must offer, in 
each of the categories enumerated above, a reasonable selection of individual items. 
it is not intended that the selection must contain only the finest quality items 
but a reasonable number of better known, nationally or locally established brands 

ist be available. 

5-103 Commercial Facility Capacity. The commercial facility must have the 

upacity to handle the increased patronage. In considering this capacity, due 
regard will be given such items as parking, sanitation, floor space, number of 
lerks, et cetera. 

PART 2—CONVENIENT LOCATION 


5-201 Travel Time by Private Transportation. The store or shopping area must 

e located on an adequate road network. Travel time by private conveyance 

inder normal! traffic conditions should not exceed an approximate ten (10) minutes 

202 Travel Time by Commercial Transportation. For those patrons who do 

not have private transportation, adequate commercial transportation is required 

A one-way trip by commercial transportation should not exceed an approximate 

fifteen (15) minutes and the interval between scheduled trips should not exceed 
approximately twenty (20) minutes. 

)-203 Measurement for Travel Time. Travel time shall be measured from the 
flagpole (Administration Building) during those hours the patron would normally 
do his or her shopping. 

PART 3—REASONABLE PRICES 


5-301 Competing Commercial Facilities. There should be sufficient facilities 
available in the community and within such distance of each other so as to permit 
free and open competition which will allow prices to react in accordance with 
demand. There should be at least two (2) comparable, competing facilities 
available. 

5-802 Determining Reasonable Commercial Prices. To determine whether com- 
mercial prices are reasonable, each commissary store shall be provided with a list 
of standard items normally available in the commissary stores. Each commissary 
store shall indicate thereon for each item, the commissary store selling price and 
the selling price from two (2) of the larger commercial stores in the community. 

5-803 Determination of Price Differential. lf the average commercial selling 
prices for comparable items exceed by 20 percent those charged by the com- 
missary store less individual store markup or applicable surcharge, the prices shall 
be considered to be unreasonable. 

rhis change is issued under date of 7 March 1952 and shall be effective 1 
January 1952. 

ARCHIBALD 8. ALEXANDER, 
Under Secretary of the Army. 
H. R. AskIns, 
Assistant Secretary of the Navy. 
R, L. GiLpatRic, 
Under Secretary of the Air Force. 


ARMED SERVICES COMMISSARY STORE REGULATION 
CHANGE No. 4 


The following revision and addition shall be made to Part 2, Armed Services 
Commissary Store Regulation dated 1 August 1949. 

Paragraph 4-201: Change this paragraph to read as follows: 

“4-201 Statement of Policy. Commissary Stores shall be operated on a self 
sustaining basis, except when otherwise provided by statute, with respect to the 
cost of purchase (including all commercial transportation in the United States 
to the place of sale but excluding all transportation outside the United States) 
and maintenance of operating equipment and supplies, the actual or estimated 
cost of utilities as may be furnished by the Government in the United States 
and of the shrinkage, spoilage, and pilferage of merchandise under the control 
of such commissary stores.” 

Paragraph 4-202: Add the following paragraph: 

“4-202 Reimbursement to Appropriated Funds. Supplies and Stores intended 
for resale in commissary stores and (except when otherwise provided by statute) 
operating supplies, equipment, and services, may be procured from appropriated 
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funds subject to reimbursement to those funds from revenues derived from 
commissary sales.”’ 
This Change is issued under date of 25 January 1952 and shall be effective 
1 January 1952. 
ARCHIBALD S, ALEXANDER, 
Under Secretary of the Army. 
HerRBerT R. ASKINsS, 
ee Secretary of the Navy. 
R. L. Giipatric, 
Under Secretary of the Air Force. 
Approved: 


Secretary of Defense. 
JANUARY 16, 1952. 





ARMED SERVICES COMMISSARY STORE REGULATION 
CHANGE No. 3 


The following change shall be made in the Armed Services Commissary Store 
Regulation, 1 August 1949: 

Paragraph 2—202: Change this paragraph to read as follows: 

“2-202 Type of Identification Required. Except as set forth in paragraph 
2-203, authorized patrons of commissary stores shall be identified by a commis- 
sary store permit DD Form 391-1. Each permit shall be serially numbered and 
shall bear the signature of the person to whom it is issued. Each authorized 
patron shall be permitted to designate one adult member of his family as his agent 
for the purpose of making purchases on his behalf. Upon the application of the 
patron, an individual commissary permit bearing the same nunber as the patron’s 
will be issued to the designated agent. This additional permit shall bear the signa- 
ture of the designated agent and the authorized patron, if present. In the absence 
of the authorized patron, an agent may apply for a Commissary Store permit. 
In these instances sufficient evidence shall be presented to establish the fact that 
the applicant is an adult member of the family of an authorized patron. A tem- 
porary permit may then be issued to an agent for a period not to exceed 90 days. 
Concurrently with the issuance of a temporary permit, an application form, DD 
Form 391, will be presented to the agent for completion and returned by the 
authorized patron in whose name the agent has received the temporary permit. 
Upon return of the completed application a regular agent’s permit will be issued to 
replace the temporary permit. All permits shall be renewed at least once each 
year. Prior to the consummation of each sale, the signature of each patron or 
agent appearing on the commissary permit shall be verified with the signature of 
the person making the purchase. Commissary store permits will be issued in 
accordance with instructions promulgated by the cognizant Service and, except at 
oversea bases, shall be valid only in the commissary store by which issued. At 
oversea bases, commissary store permits issued by one Service may be honored 
in the commissary stores of other Services, when authorized by the overseas 
commanders concerned.” 

This change is issued under date of 30 November 1951, and shall be effective 
upon receipt. 

ARCHIBALD 8S, ALEXANDER, 
Under Secretary of the Army. 
HERBERT R. ASKINs, 
Assistant Secretary of the Navy. 
RosweE.u L. GILPaTRIc, 
Under Secretary of the Atr Force. 


ARMED SERVICES COMMISSARY STORE REGULATION 
CHANGE No. 2 


The following changes shall be made in the Armed Services Commissary Store 
Regulation, 1 August 1949: 

hanee paragra »h 2—101.5 to read as follows: 

“2-101.6 Armed Services Personnel of Foreign Nations. Officers and enlisted 
men of the Armed Services of foreign nations when on duty with United States 
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Armed Services, or when visiting a United States military installation. (Mer- 
andise sold to visiting personnel shall be restricted to quantities required for 
their personal use.)”’ 

Change paragraph 2—101.10 to read as follows: 

“2-101.10 Hospitalized Veterans. Honorably discharged veterans of the Armed 
Services and of the Coast Guard, when hospitalized where commissary store facili- 
ties are available.”’ 

Change paragraph 2-101.11 to read as follows: 

“2-101.11 Totally Disabled Veterans. Honorably discharged veterans of the 
Armed Services and of the Coast Guard who are totally disabled and who are 
receiving medical care and treatment in a hospital or in a private domicile, through 
the Veterans’ Administration, while undergoing such treatment.” 

This change is issued under date of 1 May 1950, and shall be effective upon 
receipt. 

ARCHIBALD 8. ALEXANDER, 
Assistant Secretary of the Army. 
Joun T. KorHLER, 
Assistant Secretary of the Navy. 
EvuGene M, Zuckert, 
Assistant Secretary of the Air Force. 


ARMED SERVICES COMMISSARY STORE REGULATION 
CHANGE No. 1 


The following changes shall be made in the Armed Services Commissary Store 
Regulation, dated 1 August 1949: 

Paragraph 1—201.8: Change this subparagraph to read as follows: 

“‘1~201.8 Widows. The term ‘widows’ means widows, who have not remarried, 
of the following: members of the regular Army, Navy, Air Force, Marine Corps, 
and Coast Guard; retired personnel of the Army, Navy, Air Force, Marine Corps, 
and Coast Guard, including non-regular personnel of the Army and Air Force 
retired pursuant to the Act of April 3, 1939, and certified to the Veterans’ Adminis- 
tration in accordance with Executive Order No. 8099, of April 28, 1939; members 
of the following who died in line of duty while on active duty: Army of the United 
States, Air Force of the United States, inductees of the U. 8. Navy, inductees of 
the U. S. Marine Corps, and Reserve Components; retired personnel of the Reserve 
Components retired pursuant to Public Law 810, 80th Congress, approved June 
29, 1948; personnel on the Emergency Officers’ Retired lists of the Army, Navy, 
Air Force, and Marine Corps, who have been retired pursuant to the Act of May 
24, 1928 (PL 506—70th Congress); and members of the Fleet Reserve and Fleet 
Marine Corps Reserve.” 

Paragraph 1-302: Change first sentence to read as follows: 

“Commissary stores now in operation within the continental limits of the 
United States in areas where it has been determined that adequate commercial 
facilities are conveniently available, and sell commissary merchandise at reason- 
able prices, shall be disestablished on or before 1 January 1950.” 

Gorpon Gray, 
Sec. etary of the Army. 
Joun T. Korner, 
Assistant Secretary of the Navy. 
A. 8S. Barrows, 
Under Secretary of the Air Force. 


ARMED SERVICES COMMISSARY STORE REGULATION 


FOREWORD 


The Armed Services Commissary Store Regulation, hereby issued by the 
Depart ments of the Army, Navy, and Air Force, reflects basic policies with respect 
to the operation of Army, Navy, Air Force, and Marine Corps Commissary Stores. 

All personnel concerned are directed to follow the standards and requirements 
set forth in the Armed Services Commissary Store Regulation, as well as in such 
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implementing procedures as may be issued thereunder from time to time by each 
respective Department. 
Gorpon Gray, 
Secretary of the Army. 
Jonn T. KOEHLER, 
Assistant Secretary of the Navy. 
EvuGEnE M, Zvuckert 
(For A. 8. Barrows, Under Secretary of the Air Force), 


SecTION I.—GENERAL PROVISIONS 


PART I-—-INTRODUCTION 


1—100 Scope of Part.—This part sets forth (a) introductory information pertain- 
ing to the regulation (redesignation of sales commissaries, the purpose of the 
regulation, its applicability, effective date, and arrangement) and (b) instructions 
for amending, implementing and deviating from the regulation. 

1-101 Redesignation of Sales Commissaries.—Effective on or before 1 January 
1950, Army, Air Force, and Marine Corps sales commissaries and Navy commis- 
sary stores shall be designated as Army Commissary Stores, Navy Commissary 
Stores, Air Foree Commissary Stores, and Marine Corps Commissary Stores. 

1-102 Purpose of Regulation. This regulation, issued by the Secretaries of the 
Army, Navy, and Air Force, establishes for the Departments of the Army, Navy, 
and Air Force certain uniform policies relating to the operation of Army, Navy, 
Air Force, and Marine Corps commissary stores. 

1-103 Applicability of Regulation. This regulation shall apply to the operation 
of all Army, Navy, Air Force, and Marine Corps commissary stores. Rules, 
regulations, and directives of any Service, not in conflict with this regulation, as 
from time to time amended, shall remain in full force and effect. This regulation 
is not intended to cover detailed procedures or instructions of the respective 
Services, all of which procedures and instructions may be prescribed as provided 
in paragraph 1-107. 

1-104 Effective Date of Regulation. This regulation shall be effective on and 
after 1 October 1949, except with respect to the redesignation of sales commissaries 
provided for in paragraph 1-101, and the disestablishment of commissary stores 
provided for in paragraph 1-302. 

1-105 Arrangement of Regulation. 

1-105.1 Numbering. The numbering of individual paragraphs and pages is 
not necessarily consecutive and is designed to permit subsequent insertion of 
additional paragraphs and pages within the appropriate section and part. The 
number of a particular paragraph indicates the section and part where it is set 
forth and also indicates whether it is subordinate to a preceding paragraph. The 
first portion of a paragraph number indicates the section, and the first digit of 
the second portion, preceded by a dash, indicates the part in which the particular 
paragraph is set forth; thus, paragraph 1-105 indicates Section I, Part 1, paragraph 
5. Where the number of a paragraph ends with a digit preceded by a decimal 
point (as 1-105.1), this indicates that it is part of the general subject covered by 
the basic paragraph (as 1-105). The scope of any Section, when given, will be 
set forth in a separate introductory paragraph, the second portion of which 
number will be 000 (as 1-000); and the scope of any Part, when given, will be 
set forth in a separate paragraph at the beginning of that Part but with the 
second portion of its number being 100, 200, 300, ete., depending upon the number 
of the Part (for example, paragraph 1-100 sets forth the scope of Part 1 of Section 
I). The first digit of the number of a particular page indicates the Section to 
which the page relates. 

1—105.2 Citation. This regulation shall be referred to as ‘‘'The Armed Services 
Commissary Store Regulation,” and any paragraph may be cited as ““ASCSR” 
followed by the paragraph number; thus, this paragraph would be cited as 
“ASCSR1-105.2”. 

1-106 Amendment of Regulation. 'This regulation may be amended from time 
to time by joint action of the Secretaries of the three Departments. Recom- 
mendations for amendments shall be submitted by each Service to the Secretary 
of the Department concerned, in accordance with procedures prescribed by that 
Department. Unless otherwise specifically provided in any amendment, com- 
pliance therewith shall not be mandatory until thirty days after the date of its 
issuance, although compliance shall be authorized from such date. 

1-107 Department Procedures unter Regulation. The Secretary of any Depart- 
ment may implement this regulation by prescribing for his Department detailed 
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nstructions which are not inconsistent with this regulation. Copies of such 
structions shall be forwerded to the other Departments. 

1-108 Deviations from Regulations. Deviations from the requirements of this 
regulation not inconsistent with statutes shall be made only in cases of emergency 
ind such deviations shall be effective only until the termination of such emergency, 

- until an amendment can be submitted to the respective Secretaries for con- 
leration. A report of any deviation sha'l be furnished to the other Departments, 
and to the Munitions Board Joint Resale Activities Committee. 


PART 2-—-DEFINITION OF TERMS 


1-201 Definitions. As used throughout this regulation, the following terms 
shall have the meanings set forth below. 

1-201.1 Department. 'The term “Department”? means the Department of the 
Army, the Department of the Navy, and the Department of the Air Foree. 

1-201.2 Armed Services. The terms ‘‘Armed Services’”’ and ‘‘Services’’ means 
the Army, Navy, Air Force, and Marine Corps. 

1-201.3 Uniformed Services. The term ‘Uniformed Services’’, unless otherwise 
qualified, means the Army, Navy, Air Force, Marine Corps, Coast Guard, Coast 
and Geodetie Survey, and Public Health Service. 

1-201.4 Secretary. The term “Secretary”? means the Secretary, the Under 
Secretary, or any Assistant Secretary of any Department. 

1-201.4 Commissary Stores. The term “commissary stores’? means Army 
Commissary Stores, Navy Commissary Stores, Air Foree Commissary Stores, and 
Marine Corps Commissary Stores. Pending the redesignation of sales commis- 
saries provided for in paragraph 1-101, the term ‘‘commissary stores’? means 
Army, Air Force, and Marine Corps sales commissaries and Navy commissary 
stores, 

1-201.6 Uniformed Personnel. The term ‘‘Uniformed Personnel” means regular 
members of the Army, Navy, Air Force, Marine Corps, Coast Guard, Coast and 
Geodetic Survey, Public Health Service, and members of Reserve Components, 
as defined in paragraph 1—201.7, on active duty for periods in excess of seventy-two 
hours. 

1-201.7 Reserve Components. The term “Reserve Components’ means the 
National Guard, the Organized Reserve Corps of the Army of the United States; 
the National Guard of the United States; the Air National Guard and the Reserve 
Componerts of the Air Force of the United States; the United States Naval and 
Marine Corps Reserve; the United States Coast Guard Reserve; and Reserve 
Officers of the Public Health Service. 

1—-201.9 Retired Personnel. The term “retired personnel’’ means all personnel 
carried on the official retired lists of the Uniformed Services, as defined in para- 
graph 1—201.3; non-regular personnel of the Army and Air Force retired pursuant 
to the Act of April 3, 1939, and certified to the Veterans’ Administration in 
accordance with Executive Order No. 8099 of April 28, 1939; personnel of the 
teserve Components retired pursuant to Public Law 810, 80th Congress, approved 
June 29, 1948; and personnel on the Emergency Officers’ Retired lists of the 
Army, Navy, Air Force, and Marine Corps who have been retired pursuant to 
the Act of May 24, 1928 (PL 506—70th Congress). 

1-201.10 Continental Limits of the United States. The term “continental limits 
of the United States’ means the forty-eight (48) states and the District of 
Columbia. 


PART 3-——ESTABLISHMENT AND DISESTABLISHMENT OF COMMISSARY STORES 


1-302 Disestablishment of Commissary Stores. Commissary stores subsequently 
determined to be in operation in such areas shall be disestablished within 60 days 
from the date of determination. 


Section II. AurnHorizep PatTRONS 


2-000 Scope of Section. This section lists the persons and organizations entitled 
to commissary store privileges; and sets forth instructions regarding the identi- 
fication of authorized patrons. 


PART 1—PATRONS 


2-101 List of Patrons. Commissary store privileges are authorized for the 
classes of persons and organizations set forth below. 

2-101.1 Uniformed Personnel. All Uniformed Personnel, as defined in para- 
graph 1-—201.6. 
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2-101.2 Retired Personnel. All retired personnel, as defined in paragraph 
1—201.9. 

2-101.3 Fleet Reserve Personnel. Enlisted men transferred to the Fleet Reserve 
of the Navy and the Fleet Marine Corps Reserve, after sixteen or more years of 
active service. (These personnel are equivalent to Army and Air Force retired 
enlisted personnel.) 

2-101.4 Widows. Widows, as defined in paragraph 1—201.8. 

2-101.6 Official Organizations and other Resale Activities of the Armed Services. 
Official organizations and other resale activities of the United States Armed 
Services, except concessionaires, which are operated for Uniformed Personnel on 
active duty. 

2-101.7 Government Departments or Agencies outside the National Military 
Establishment. Government departments or agencies outside the National Mil- 
itary Establishment when supplies can be furnished without unduly impairing 
the service to commissary store patrons and when the local commanding officer 
determines that the desired supplies cannot be conveniently obtained from civilian 
agencies. 

eo-101.8 Contract Surgeons. Contract surgeons during the period of their 
contract. 

2-101.9 Uniformed Personnel of the Red Cross. Red Cross uniformed profes- 
sional staff personnel performing duties at the station. 

2-101.12 Civilian Officers ond Employees of the United States Stationed Outside 
the Continental Limits of the United States. Under the direction of the overseas 
commander or the commandant, privileges may be extended, at installations 
beyond the continental limits of the United States, to civilian officers and em- 
ployees of the United States and to such other persons as may be specifically 
authorized by the Secretary of the Department concerned. 

2-101.13 Civilian Officers and Employees of the Armed Services Within the Conti- 
nental United States. Privileges may be extended to civilian officers and employees 
of the Armed Services and to other persons when specifically authorized by the 
Department concerned and when it is impracticable for the said civilian officers 
and employees and other persons to procure such stores from civilian agencies 
without impairing the efficient operation of the installation. 

2-101.14 Lighthouse Service Personnel. Retired officers and crews of vessels of 


the Lighthouse Service and retired light keepers and depot keepers of the Light- 
house Service. 


PART 2-——IDENTIFICATION OF PATRONS 


2-201 Identification Required. Any individual who seeks to make a purchase 
from a commissary store shall be positively identified as an authorized patron 
prior to entering the store. The uniform itself is not sufficient identification, and 
except as set forth in paragraph 2—203, no one except persons to whom a commis- 
sary store permit has been issued will be admitted to the store. Sales shall be 
made only to authorized patrons. 

2-203 Type of Identification Required for Purchase of Tobacco and Tobacco 
Products. Pending the issuance of standard official identification cards, Uniformed 
Personnel who do not have a regular commissary ea but who are permitted to 
purchase tobacco and tobacco products only will be issued a special identification 
card (locally produced) for this purpose. After the standard official identification 
cards are issued, such cards shall be proper identification for all Uniformed Per- 
sonnel for the purchase of tobacco and tobacco products. 


Section III. Score or OPERATIONS 
PART 1—AUTHORIZED FACILITIES 


3-101 List of Facilities. Commissary stores are authorized to operate the facili- 
ties indicated below. Each Service shall prescribe the facilities to be operated by 
the commisary stores under its cognizance. 

Grocery Section 

Meat Section 

Produce Section 

Household Supplies Section 





COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 1137 


PART 2—-AUTHORIZED RESALE ITEMS 


3-201 List of Items. Commissary stores are authorized to stock and sell items 
of merchandise within the categories listed below. Each Service may designate 

» items to be stocked under each category in commissary stores under its 
cognizance. 

Bakery products 

Beverages (non-alcoholic) 

Cereals 

Confections 

Dairy products 

Foods, frozen, packaged 

Fruits (fresh, dried, canned, glazed, and preserved) 

Fruit and vegetable juices 

Groceries, miscellaneous 

Household supplies 

Meat, poultry, and seafood products 

Tobacco products 

Vegetables (fresh, dried, and canned) 

3-202 Assortment of Brands. The assortment of brands of merchandise shall 
be limited to those sufficient to meet the reasonable demands of patrons 

3-208 Additional Resale Items. When exchange facilities are not available, 
additional items may be authorized by the Secretary of the Department concerned, 


Section IV. OpeRATIONAL PoOLIcIEsS AND INSTRUCTIONS 


PART 1-——ORGANIZATION 


4-101 Organizational Structure. Each Service shall utilize in its commissary 
store operation the organizational structure which it considers best adapted to its 
requirements. 


PART 2-—SUPPORT OF COMMISSARY STORES 


4-201 Statement of Policy. Commissary stores, other than those of the Army 
and Air Force, which are required by statute to sell at cost price, shall be operated 
on a self-sustaining basis with respect to purchases of operating equipment and 
supplies, and shall reimburse the government for the cost of heat, light, power, 
water, and other utilities furnished by the government. However, commissary 
stores may utilize other equipment of the government, when available, provided 
that all operating and maintenance costs of such equipment are paid by the com- 
missary stores. 

4-202 Reimbursement to appropriated funds. See changes No. 4. 


PART 3-——SALES 


4-801 Cash and Credit Sales. All purchases by individual patrons shall be 
made for cash, except where charge sales are specifically authorized in overseas 
areas by the Secretary of the Department concerned. 


PART 4-—PRICING INSTRUCTIONS 


4-401 Statement of Policy. With due regard for operational expense require 
ments, merchandise available through commissary stores shall be sold at the lowest 
practicable price, except in those of the Army and Air Force which are required 
by statute to sell at cost price. 

,-402 Establishment of Prices. Since operational expenses are not uniform for 
all Services, each Service shall prescribe the prices to be charged for merchandise 
available through commissary stores under its cognizance. 


General Evans. The three principal implementing yardsticks de 
veloped under the criteria by which adequacy and convenience of 
commercial facilities and the reasonableness of their prices are meas- 
ured are set forth in change 5 of the ASCSR. Since the convenience 
and price differential yardsticks seem to be primarily in issue, I shall 
read only these. 
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PART 2-—-CONVENIENT LOCATION 


5-201 Travel Time by Private Transportation. 'The store or shopping area must 
be located on an adequate road network. Travel time by private conveyance 
under norma! traffic conditions should not exceed an approximate ten (10) minutes 

5-202 Travel Time by Commercial Transportation. For those patrons who do 
not have private transportation, adequate commercial transportation is required 
A one-way trip by commercial transportation should not exceed an approximate 
fifteen (15) minutes and the interval between scheduled trips should not exceed 
approximately twenty (20) minutes. 

5-203 Measurement for Travel Time. Travel time shall be measured from the 
flagpole (Administration Building) during those hours the patron would normally 
do his or her shopping. 

PART 3-——REASONABLE PRICES 

5-301 Competing Commercial Facilities. There should be sufficient facilities 
availabl« in the community and within such distance of each other so as to permit 
free and open competition which will allow prices to react in accordance with 
demand. There should be at least two (2) comparable, competing facilities 
available. 

5-302 Determining Reasonable Commercial Prices. To determine whether 
commercial prices are reasonable, each commissary store shall be provided with a 
list of standard items normally available in the commissary stores. Each com- 
missary store shall indicate thereon for each item, the commissarv store selling 
price and the selling price from two (2) of the larger commercial stores in the 
community. 

5-303 Determination of Price Differential. If the average commercial selling 
prices for comparable items exceed by 20 percent those charged by the commissary 
store less individual store markup or applicable surcharge, the prices shall be 
considered to be unreasonable. 

In an exchange of correspondence between the departments and 
Mr. Vinson, chairman of the House Armed Services Committee, in 
April of 1950, these yardsticks were largely spelled out to the com- 
mittee. 

I wish to emphasize—and I think this important—that we have 
been operating on the basis that a commissary store is authorized if 
commercial facilities do not meet and satisfy any one of the criteria. 
In other words, a commissary store is not required to be disestablished 
unless commercial facilities satisfy all three criteria. 

Each of the armed services has in turn issued its own additional 
implementing instructions dealing with the procedure by which the 
commercial facilities are survey ed. These implementing instructions, 
while varying to some extent between the services, preeeny provide 
for the selection of a designated number of items sold in commissaries 
and a comparison between the total commissary price of those selected 
items and the average total price of comparable items in at least two of 
the larger commerce ‘ial stores in the community. The items selected— 
and again generally speaking—have been from those considered the 
best se elling items in the commissary store. No weighting factor is re- 
quired to be applied in making these computations under our existing 
ASCSR yard sticks. 

Under current instructions—again generally speaking—annual sur- 
veys are conducted by the installation concerned in accordance with 
the prescribed criteria. Reports of these surveys ultimately are trans- 
mitted to a departmental level where the reports are reviewed and 
decision as to the establishment or disestablishment of the particular 
commissary store is made. 

Now, quite frankly, Madam Chairman, neither the Department of 
Defense nor the individual services have been wholly satisfied with 
the yardsticks established or the implementing procedures. Seldom 
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for any purpose have criteria or standards adopted been perfect, com- 
pletely clear in interpretation, and free from criticism from one quarter 
or another. Continued review and discussion of these criteria, yard- 
sticks, and procedures are conducted by the Army, Navy, Air Force, 
and Marine Corps acting together. As a result, certain proposed 
changes have been tentatively agreed upon. For example, distance 
to commercial facilities would be measured from housing or quarters 
areas rather than from the flagpole as at present. But the most 
fundamental change concerns the manner in which the comparison 
between commissary-store prices and commercial-store prices would 
be made in order to determine if the 20-percent price-differential yard- 
stick is or is not met. 

A new method of price comparison has been developed with the 
assistance of the Bureau of Labor Statistics, Department of Labor, 
which will apply weighting factors to a list of some 77 items bearing a 
direct relation to the purchases of an average urban family. In other 
words, the item will be weighted upon w hat may be called the family 
market-basket basis. You will be interested to know that items of 
household goods—such as mops, brooms, or floor wax—have not 
been included in this list. Implementing directives issued to installa- 
tion commanders will provide specific instructions with regard to 
such pertinent matters as store selection, determination of comparable 
items, and comparative price computations to reduce the possibility 
of error and variations between installations. 

[ realize that considerable criticism has been expressed to your 
committee with respect to the inclusion among the items used for 
price comparisons of non-brand-name items, “the so-called de pot 
stocked or centrally procured specification items. Centrally procured 
items—such as meat, fresh vegetables, canned fruits and vegetables— 
provide the largest savings to the purchaser. ‘These items do make 
up a substantial portion of the family market basket and I think they 
are properly used for price-comparison purposes. The new weighted 
price-comparison procedure contemplates continued use of such items 
for price-comparison purposes. However, brand-name items rather 
than specification items will be used as a basis for comparison whenever 
the quantity of the brand-name item sold is greater. 

It has also been said that it is improper to compare centrally pro- 
cured specification items with Choice or Fancy grade brand-name 
items. We have had an analysis made of the procurements of canned 
fruits and vegetables of the 1951 pack, the pack on the commissary 
store shelves at the time the last annual surveys were made. ‘That 
analysis shows that virtually all procurements of that pack were of 
Choice grade or higher. Similarly, meats purchased for resale in 
commissaries are (with few exceptions) not less than Choice grade. 
The centraily procured items sold in commissary stores are the same 
items issued for troop feeding. I think it is fair to say, therefore, that, 
with respect to this criticism, price comparisons have been made 
between comparable items. 

Now I know your committee has expressed considerable interest in 
the question of whether the established criteria and the implementing 
yardsticks and procedures have been properly applied and I can 
assure you that we have assiduously attempted properly to apply and 
enforce them. As I mentioned earlier, the basic annual survey of 
each commissary store is made under the jurisdiction of the local 
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installation commander. A final review is later made of the survey 
report on a departmental level. I do feel, however, that improve- 
ments can be made in the periodic surveys. The most effective 
means of insuring uniform and proper application of the criteria and 
the yardsticks would be the use of trained survey teams from depart- 
mental level to make the annual survey of each commissary. This 
procedure presently is being considered by each of the departments 
as a uniform policing step. If personnel problems can be surmounted, 
and I think they can, I believe this procedure will be adopted. 

As I have mentioned earlier, I think the impression may have been 
left with your committee that many commissary stores are not justified 
under existing criteria. That concept has been particularly prevalent 
in the testimony by the General Accounting Office, by Mr. Nathaniel 
Goldberg, secretary and counsel of the Food Distributors Association 
of Greater Washington, and by Mr. C. Hap Holliday, representing 
the California Grocers Association. May I say, Madam Chairman, 
that in this connection a clear distinction must be made, we feel, 
between what the established criteria and yardsticks presently require 
and what criteria and yardsticks the particular witnesses may believe 
should be used. In other words, the distinction should be made 
between the validity of the existing criteria on the one hand and 
compliance with those criteria on the other. 

Now, although each of the individual service witnesses will be 
prepared individually to discuss the GAO survey exhibit, as I have 
already indicated, I should like to make a few general comments on 
the GAO report. The testimony of the General Accounting Office 
which most concerns the services is that relative to the justification 
for the existence of the 52 commissaries shown on its report and the 
inference that none of these commissaries is justified under the exist- 
ing criteria. Now, remembering that failure of commercial facilities 
to meet any one of the criteria will justify continuation of a com- 
missary store, those portions of the GAO report setting forth the 
a0 pe Ro He percentages for the listed commissaries as ‘‘calculated 

y the General Accounting Office’ show that the majority of the 
stores listed are justified on the price-differential basis alone. I invite 
your attention to the column wherein the average percentage is shown 
as “without surcharge.’”’ Also, I am compelled to point out that 
certain of the price-differential percentages shown in the column 
entitled ‘Percentage Reported by Commissary’’ as less than 20 per- 
cent incorrectly are based upon inclusion of the surcharge in the 
computation. 

Although time has not permitted a detailed check of the GAO report, 
and particularly a complete examination of the GAO conclusions with 
respect to those commissary stores which would be justified solely 
because of the failure of commercial facilities to meet the adequacy 
or convenience criteria, it appears that the individual services are in 
some disagreement with the GAO conclusions. In other words, I 
do not feel that the GAO survey report supports the conclusion that 
any substantial number of the 52 commissary stores listed —let alone 
all of them—are not justified on the basis of the criteria now in 
existence. 

The allegation that commissary stores in the Washington, D. C., 
area are not justified under the present criteria and yardsticks seems 
to have been the major thesis of Mr. Nathaniel Goldberg’s testimony. 
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He laid considerable emphasis upon the Army’s failure to compute 
comparable prices upon a weighted basis. Again, it can only be 
stated that in terms of the present criteria, yardsticks, and procedures 
we feel the commissary stores in the W ashington area are justified. 
Mr. Goldberg pointed out things in some of the 1952 annual surveys 
for certain Army commissaries in the Washington area which he 
characterized as improper comparisons. The surveys in question 
have been reviewed and some errors were disclosed. However, 
after adjustment of prices to compensate for possible improper com- 
parisons, a recomputation of the price differentials on these surveys 
showed these commissaries still to be justified under the price differ 
ential criteria. I am sure you will be interested to know that, as a 
result of studies instituted some time ago, prices of bread sold in aeons 
commissaries will be increased effective August 1 to 10 cents per 
pound for white, wheat, and rye bread and 13 cents per pound for 
raisin. All feasibly ascertainable costs are included in these prices. 

Now various witnesses, but particularly Mr. Holliday, have alleged 
that virtually anyone can purchase at a commissary store and that 
purchases are made for friends. It is not disputed that this is a 
possibility. I believe, however, that such incidents are exceptions— 
very rare exceptions. Each authorized patron is required to have an 
identification card and to sign a certificate that purchases are for the 
sole use of the patron or that of his household. I am sure you will 
agree that as long as human nature is what it is, it would be extremely 
difficult, if not impossible, to preclude any possibility of exception. 

Mr. Holliday complained generally about the establishment and 
existence of certain commissaries operated by the Navy in California. 
| am able to state that the Navy Department considers these commis- 
saries to be justified under the existing criteria and yardsticks. 

With respect to the inference that commercial bread is permitted to 
be sold only during limited hours at Camp Pendleton Marine Base, 
Headquarters, Marine Corps caused an inquiry to be made at the 
base and ascertained that this is not the case. Similarly, the Air 
Force has inquired of the commanding officer at Castle Air Force 
Base with regard to Mr. Holliday’s complaint that various personnel 
of the base boycotted local grocers following a protest by them of the 
sale to the base commissary of milk at a price lower than that for sale 
to local grocers. I can report that the Air Force found no indication 
of any official support for this alleged activity nor of any organized 
boycott by Air Force personnel or their families. 

Quite naturally there has been considerable discussion in your com- 
mittee on the matter of cost accounting in the commissaries and on the 
operating costs included in commissary store prices. I should there- 
fore like to comment briefly on these points. 

The Army and the Air Force have both operated under the act of 
July 5, 1884, which together with the act of July 28, 1866, has required 
subsistence items to be sold at cost, cost being defined as the invoice 
price of the last lot received during the month preceding sale. Under 
the provisions of section 628 of the 1952 Appropriations Act and 
succeeding appropriations acts, we are required to recover certain 
indirect costs. This requirement is being met in Army and Air Force 
commissaries in the continental United States by the imposition of 
a 5 percent surcharge on the shelf price. 





1142 COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 


Last March the Army requested reports from its commissaries 
covering certain costs of operation for the months of April, May, and 
June primarily to determine whether the 5 percent surcharge now made 
on sales in the continental United States is adequate. This report is 
due the last of July. The Army will then have for the first time 
reasonably accurate data as to some of the costs of operation of its 
commissaries. ‘The Air Force has cbtained considerable data with 
respect to the costs required to be recovered under the Appropriation 
Act and is considering action to be taken with respect to the amount of 
the surcharge. 

Both the Navy and the Marine Corps have operated under author- 
ities which have permitted prices charged in commissaries to be 
established upon the basis of an administrative determination of the 
costs to be included therein. So-called merchandising (selling at less 
than cost in special instances) has therefore been possible in Navy and 
Marine commissaries as contrasted with Army and Air Force com- 
missaries where the act of 1884 is applicable. Although the funding 
systems used by these services are somewhat different, their prices 
for some time have included various indirect costs, for the most part 
those required to be recovered under the recent appropriation acts. 
Consequently, both the Navy and Marine Corps have rather complete 
cost data on the operation of their commissaries. It is interesting to 
note that in view of the somewhat lower surcharge of the Navy and 
Marine Corps and upon the basis of Air Force data, it is indicated 
that the 5-percent surcharge now imposed by the Army and Air Force 
may be excessive. 

Now, Madam Chairman, I realize that I may not have covered each 
of the detailed allegations made by the various witnesses, particularly 
Mr. Goldberg and Mr. Holliday. I do believe, however, that between 
the statements by General Campbell and my self we have covered the 
major or really pertinent allegations. We shall be happy, however, 
to discuss the allegations made by these gentlemen in more detail if 
the committee so desires. 

I should like at this time to call upon each of the service representa- 
tives to comment upon the survey exhibit of the GAO if so desired. 
Before they proceed I would like to state that it has been a pleasure 
to appear before you and to have had this opportunity to make a 
general statement on commissaries. 

Mrs. Harpren. Thank you, General Evans. 

The members think perhaps it would be best if the other officers 
who have statements make them now and we will interrogate them 
later. 

General Evans. General Hill of the Marine Corps would like to 
make a statement. 


TESTIMONY OF MAJ. GEN. W. P. T. HILL, UNITED STATES MARINE 
CORPS, QUARTERMASTER GENERAL 


General Hruu. I am Maj. Gen. W. P. T. Hill of the Marine Corps, 
presently Quartermaster General of the Marine Corps. 

The operation of the commissaries is under the Quartermaster 
General of the Marine Corps. 

Referring to the allegation of the General Accounting Office, the 
Marine Corps does not concur in the findings as shown on the chart 
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submitted by the General Accounting Office. Specific nonconcurrence 
involves the number of personnel shown on these charts. Actual in- 
formation received from the Marine Corps station at El Toro, Calif., 
indicates that a total of 24 civilians and 14 military personnel is the 
figure that should have been used. Of these 14 military, 4 are on a 
temporary loan basis, being trained in their assigned military occupa- 
tional specialties. Their salaries should not be affected to the extent 
that a qualified trained man’s salary should be considered. The salary 
figure is $121,906 as given by the General Accounting Office. This 
should be $113,109.20. 

As far as the criteria laid out by the armed services commissary 
store regulations are concerned, at El Toro they say we only comply 
with two, adequacy and convenience. At Camp Lejeune we comply 
with two, adequacy and convenience. At Camp Pendleton we think 
we comply with three, adequacy, convenience, and price. At Paris 
Island, S. C., Se convenience, and price. At Quantico, 
adequacy, convenience, and price. AtC he rry Point, N. C., adequacy, 
convenience, and pric e. At Barstow we know that we comply with 
two, adequacy, convenience. ‘There may be a chance of some argu- 
ment on price, but we claim that we do comply with price. 

I have some general observations to make and I would appreciate 
it very much if you would let me make them. 

Mrs. Harpren. You may proceed if you prefer. 

General Hiri. Thank you very much. 

Morale has been covered by General Campbell. The position of 
the Department of Defense has been covered by General Evans. 

I would like to read you a letter. The names will remain 
anonymous. It was referred to the Quartermaster General of the 
Marine Corps for an answer. 

Senator BLANK, 


Senate Office Building, 
Washington, D. C. 


My Dear Senator Buank: One day this year my brother-in-law, Lieutenant 
Colonel Blank, Marine Corps, was killed in a bombing mission in Korea, His 
body was returned to the United States and was buried in Blank Cemetery late 
in May. 

During this period the attention of the Government to my sister and her affairs 
was most sympathetic and helpful. After the funeral she left to spend some time 
with her husband’s family. She returned 3 weeks ago. Upon her return she 
went to ————,, and a Marine friend went with her to acquire her new pass to 
the commissary and ship service. She cried bitterly that evening over her widow’s 
pass, but appreciated the advantage they offered her in shopping. 

On July 8 she went to the commissary for the first time with her new passes 
and was told that an order from the Secretary of the Navy had rescinded com- 
missary privileges to widows and her cards were picked up. Quite aside from the 
saving that commissary shopping affords these girls who have to make many 
financial adjustments, and I am not discussing the other inevitable adjustments 
that they must make too, the psychological effect of being shoved aside is very 
bad indeed. In addition, this is a clear case of breaking faith with men who laid 
down their lives. 

Her husband served in the Marine Corps for 17 years and it was always under- 
stood his wife and children—there is a 17-months’-old baby in the picture—would 
have access to this service if he was killed in action. He was. While I know all 
privileges are occasionally abused, I believe by far the greater number of these 
girls use the service honestly. They should not be penalized for the dishonesty of 
others. 

I am writing you because you are my Senator and because I believe you will 
find out whether the rationale for this order is sufficient to permit it to stand. 

Yours very truly, 
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We receive quite a lot of those letters. They are referred to us by 


the Senators and the Congressmen to answer. We really do not know \ 
how to answer them. It is a pitiful situation. 

In addition to the criteria developed by the Department of Defense, { 
most of our stations are isolated for housing purposes. At Quantico, 
Va., we have one small road going in. In the morning and night some- 


times it takes an hour to get in and out. 

At Camp Lejeune, N. C., the nearest town, Jacksonville—when ( 
we took that place over—was only 500 population. In other words, 
we had to go 50 to 75 miles to find comparable chain stores. | 

I know that I am treading upon dangerous ground when I come 
into the tax theory. The tax theory as advanced by the California 
growers editorials and such as that—How much more do they pay 
the Government? I hope you do not consider this radical, but you 
see these enormous pages of advertisements every day in the papers, 
8 or 10 pages—what is the price here? 

Now, we know that they are power-pressure groups, and we know 
they have access to a hearing that we, as officers of the service, do not. 
This advocate says, ‘Now is the time to write your Congressman on 
commissary problems.”’ 

I do not know what you ladies and gentlemen think of that, but 
usually when they write a letter to a Congressman on a commissary 
problem, the Congressman refers it to us to answer, and we have to 
give them data on which to answer. Please let it be understood that 
we are not that kind of power group. 

Going back again to the tax theory, in the Marine Corps we have 
250,000 Marines. Our total sales are about $7 million in commis- 
saries. Last year we returned to the Government—of that $7 million 
we returned to the Treasury—about $275,000. The personne! costs to 
operate the commissaries is about a million dollars. Our strength 
today is 250,000 personnel, not including families or dependents. 
That means that it costs a little over $3 per person. 

As General Campbell has pointed out, you cannot buy loyalty and 
you cannot buy morale. Those are those little things. 

I have been in the Marine Corps for a long time. I hope that I do 
not have to make known how long I have been in it, but we have 
always said, “Well now, look, we do not have many fringe benefits.” 
I believe that is a word that has come in of late. We do not have many 
fringe benefits, but this is something that we have depended upon a 
whole lot. 

Now, as to the commissaries in the metropolitan areas, especially 
San Diego, the density of population of widows and other personnel 
who are physically retired is great. In the Veterans’ Administration 
the density of population is quite high in the Washington area and it is 
quite high in certain other areas, and it is very high in the California 
area due to the climate. 

Now, should we be required to go to a post trader or a concession- 
naire? We would run into all kinds of trouble. In the first place, 
there would be the selection of a competent, capable outfit. Well, 
you will say that the chain store could do that. Possibly it could. 

ut remember, we have so many laws and regulations that we have to 
go through to select a person, so that whomever we selected, if I had 
the final say, I would be criticized very severely if I gave it to this store, 
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that store, or some private individual operator. It would be 
very hard to get criteria that anybody could give a competent bid. 

We do not “have labor trouble in the service. You have labor 
trouble with these people. The A & P and these other stores—and 
pardon me for mentioning any one given company, or chain—have 
had labor troubles. They have been shut down from time to time. 

Now again, as Genera! Evans remarked, we have price and quality 
control. They will say there are 4 stores within 24 miles of a certain 
place. I ask you people to go inspect the stores. I have. In my 
estimation, there are not over 6 or 8 chains in Washington that sell 
food that is comparable in quality and price to the Army commissaries 
in this area. Again, there would have to be some construction on 
Government property. In the Marine Corps’ case we have only 
one building that was built as a sales commissary. That is at Camp 
Pendleton. Others have a sales commissar y and an issue commissary. 
They use the same cold-storage facilities and the same place to receive 
the goods. They use the same sections to do the accounting in. So 
someone would have to come and build the building. 

Now, I hate to say this, but it is one of my personal observations 
that there is a lot of gouging going on around military reservations. 
That is evidenced by Senator Lyndon Johnson’s report in the 82d 
Congress relative to housing in these areas. That was pitiful, to have 
American boys going out and living in the glass houses and the bottle 
houses and houses made out of old 5-gallon tincans and paying $45, 
$50, and $75 a month for that. They had no place to go. I feel 
that should these commissaries be closed there would be certain 
gouging going on. I may be damned for saying that, but that is my 
experience. 

[ say that I have been in the Marine Corps for a long time and I 
have seen it happen. We may be competitors with other business, 
but we think in this case we should compete with the other business. 
In other words, I have seen so much gouging that I have become sick. 
\ man does not have the ability to pay out all the money that he gets 
from the service that you people give him as pay and allowances. 
He has been snatched away from his family and pulled off and anything 
can happen. 

Here is my experience with my car. Somebody hit me in a parking 
lot. I took my car around to a certain place to have it fixed. A man 
came out with a sheet of paper and said, “That will cost you $122.” 
| made a mistake. I wasin uniform. So then I went back and put on 
a sports suit, shorts, and everything, and he said, ‘‘That will be $60.” 

Now, getting bac k to those taxes, as of yesterday National Tea was 
quoted at 28%. It paid $1.60. Jewel Tea was quoted at 36%. It 
paid $1.60. Safeway Stores was quoted at $37%. It was paying 
$2.40. First National Stores, 45%, and it was paying $2. The Great 
\. & P. Stores was quoted at 151. So far this year it has paid $5. 
Colonial Stores was quoted at $37%. That stock is not on the big 
board. I do not know how much it is paying. 

I remarked about the advertising. If they can pay that much, 
what are our taxes against these people’s profits and taxes? I am 
not telling these people how to run their stores and how to run their 
business, but certainly they have people who draw $40,000 and $50,000 
and $60,000 for their integrity, patriotism, valor, virtue, and we do 
not have any people like that. 

35810—54—pt. 3——12 
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The commissaries are not a privilege. I do not know just how to 
express it, but it seems that all the time there is something coming 
up to upset the morale of the service. 

In closing my observations, food went up 1.4. These are regular 
Government publications. Food went up 1.4 between mid-May and 
mid-June. Fruit went up 8 percent, and vegetables 10 percent. Pork 
and beans and veal went up slightly. The July prices are higher, 
especially in meats. 

We have been well taken care of by the Congress up to a certain 
point. Personally, I have been very well taken care of. But we try 
to take care of our people just like a pastor tries to take care of his 
flock in a church. 

I thank you very much. 

Mrs. Harpen. Thank you, General. 

General Evans. I would like to call on Lieutenant Colonel Wickman 
of the Air Force, Madam Chairman. 

Colonel Wickman. My name is Lieutenant Colonel Wickman. 

My comment is related solely to an examination of the GAO charts 
in the limited time we have had to examine them. The very few 
installations we have been able to contact have indicated to us that 
there are some major discrepancies in the GAO figures which are on 
the chart. 

For example, there are seven major discrepancies in the figures 
relating to price comparisons between our commissary stores and the 
commercial stores. All of these errors apparently result from inclu- 
sion of the 5 percent surcharge in the computation of the price differ- 
ential. In 5 of these cases, where the GAO shows a price differential 
of less than 20 percent, the true differential is greater than 20 percent. 
The GAO figures were ‘apparently copies from the last annual reports 
on commissary stores which were prepared by each installation in 
accordance with the Armed Services Commissary Stores Regulations. 

Many of these reports, I should like to point out, were erroneously 
computed by the installations and were subsequently corrected by 
higher headquarters. 

There are eight major discrepancies in the GAO figures which show 
the number of permit holders living on the base. These discrepancies 
vary from the true figures in amounts ranging from 48 at Keesler 
Air Force Base to over 800 at Chanute, Mitchell, and Kelly Air Force 
Bases. 

The apparent reason for these discrepancies is that the GAO figures 
represent only the number of families residing in quarters on the main 
base. Their figures disregard completely ‘the number of families 
residing in trailers on the main base and W herry Housing projects or 
in other quarters which are either on or immediately adjacent to the 
main base. 

In one case, Westover Air Force Base, their figure of 980 represents 
the number of officers’ families residing off base in nearby towns. 
The correct figure for on-base housing, including Wherry Housing 
adjacent to the base, is 854. 

We have been able to check only seven installations in checking the 
GAO figures relating to the number of military and civilian personnel 
employed in the operation of commissary stores. In all seven cases 
the GAO figures differ from the actual figures reported to us by the 
installations. The GAO figures apparently represent the entire mili- 
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tary and civilian personnel employed in the operation of both the 
commissary and the commissary store. 

For clarification at this point I should like to advise the committee 
that the commissary store is merely a section of the commissary, and 
it is concerned solely with the retail sale of subsistence. The commis- 
sary, on the other hand, is concerned with the requisition, storage, and 
issue of subsistence to the troops. 

As a result of these discrepancies, the figures reported by the GAO 
for the annual salary and pay allowance do not represent accurate 
cost data for personnel required to operate the commissary stores. 

In summary, all of the 18 Air Force commissary stores which were 
surveyed by representatives of the GAO can be justified for continued 
operation under the present criteria of the Armed Services Commissary 
Store Regulations. 

Thank you. 

Mrs. Harpren. Thank you, Colonel. 

General Evans. I should like to call on Commander Williams of 
the Navy, Madam Chairman. 

Commander Wiiuiams. My name is Comdr. R. A. Williams, 
Director of the Ship Stores Division of the Bureau of Accounts, 
Department of the Navy. 

In the testimony given before the committee by Mr. Demaras, he 
stated that the survey at the commissary store at the naval base at 
Philadelphia, Pa., showed the price of coffee was 39 and 36 cents a 
pound. I think it was a little misleading. Mr. Demaras was talking 
about a survey made in 1950, rather than the most recent survey made 
in 1952. 

The most recent survey conducted at the naval base, Philadelphia, 

December 1952, shows the price of coffee at 81 cents per pound. 

Then he mentioned that 1 pound of canned pepper was used, and 
this was also in the 1950 survey. We now use the 2- and 4-ounce cans 
of pepper for comparison purposes. 

The Navy Ships Store Office which is the first administrative unit 
to approve or disapprove the surveys commented on the use of the 
| pound can of pepper and suggested that it not be used in future 
surveys. ‘T'wo- and four-ounce cans of pepper have been used in making 
price comparisons since that time. 

The price of GI coffee was 36 cents at the time of this survey. It 
is about 71 cents today, but is not used by the Navy in conducting 
the commissary-stores surveys. All brand-name items are now used 
in making price comparisons. 

A flat statement was made that there were adequate commercial 
stores convenient to the bases in all of the 52 stores surveyed. ‘This 
was not found to be true by the Navy survey teams under the present 
criteria that is used to justify the continued operation or disestablish- 
ment of commissary stores. 

Some examples are as follows: The Naval Air Station, Corpus 
Christi, Tex. The commanding offic ‘er states that it takes approxi- 
mately 45 minutes by private vehicle and 1 hour by commercial bus 
to reach the nearest adequate facilities. There are 788 families living 
on the station. This seems to meet the criteria on the convenience 
factor. 

The naval station, Annapolis, Md. This is not the United States 
Naval Academy, but the Naval Radio Station and Engineering Experi- 
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ment Station across the river from there. There are 455 families 
quartered on this base. There are no commercial-transportation 
facilities serving this area other than taxicabs at $1.25 each way. It 
takes about 20 minutes to Annapolis by private auto for those indi- 
viduals who have them. The ones who do not would have to pay 
$2.50 for taxicabs every time they went shopping unless there was a 
commissary store. This store seems to meet the criteria under the 
convenience factor. 

The naval submarine base, New London, Conn. The nearest ade- 
quate shopping facilities are approximately 6 miles from the base. <A 
one-way trip takes 22 minutes with 45-minute waiting intervals by 
commercial transportation. There are 104 families, most of whom are 
in a transient status and often are without private transportation. 
It is believed that the GAO investigator conducting this investigation 
considered the commercial facilities inconvenient to this base in his 
survey. The Department of the Navy considers all of the commissary 
stores survey to meet the present criteria. ‘Two stores were approved 
conditionally, subject to resurvey. 

Thank you. 

General Evans. I should like to call on Lieutenant Colonel Max- 
well of the Army, Madam Chairman. 

Colonel Maxwetuu. In the short time we had to make a check 
relative to the GAO statistics we asked for verification from four 
installations. 

Primarily the points we wish to raise are with respect to Fort 
Slocum, wherein the GAO chart showed 58,000 square feet being re- 
quired for sales and storage space in connection with sales. Informa- 
tion furnished by the First Army commander on that point is that 
3,600 square feet are required for the sales elements and 15,000 square 
feet are required for issue only. 

With respect to Fort Lee, the information contained on the chart 
indicated 2 military employees and 22 civilians. Information sup- 
plied by the Second Army commander indicates 1 officer whose duties 
are related both to issues and sales, and 19 civilians. 

With respect to the Erie Ordnance Depot, showing overhead cost 
of $22,000 for civilian and military salaries, the information furnished 
by that installation indicates that $16,000 annually should be charged 
to the commissary store operations properly, with $6,000 of that total 
of $22,000 being applicable to ration issue responsibilities of that 
installation. 

As to the Oakland Army Base, the chart indicated $133,000 as 
being the amount chargeable for salaries of personnel. The informa- 
tion supplied by that installation is that the salaries for fiscal year 
1953 were $128,000. Of this amount it was stated that 25 percent, 
or $32,000, is reasonably chargeable to the operation of field com- 
missaries. 

With respect to information concerning the price differentials fur- 
nished by the GAO, it is pointed out that under the column headed 
“Information furnished as to the differential by the commissary” 4 of 
the 16 installations gave a price differential which included the 5 per- 
cent surcharge. This can be confirmed by the last column, indicating 
the amount including surcharge. Properly that information could 
have been given by the commissary officer, inasmuch as the annual 
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surveys, upon which apparently this information was based, did con- 
tain the two computations, with and without surcharge. 

It is desired to point out with respect to the Oakland Army Base 
the figure of 14.96 percent as shown by the GAO as the price differential 
including surcharge-differs from the figure of 16.2€ percent which was 
the differential computed on the annual survey as including surcharge. 
Apparently this figure of 14.96 was based on an indepe ndent survey 
made by the GAO investigators. In reviewing the testimony of the 
GAO, there was no statement given, which I could find, which showed 
the basis for their price comparison procedures. 

I feel it is important that such a basis be determined and known 
inasmuch as it might affect very definitely the price comparisons. 

We feel very definitely that 2 of the installations included in the 
16 shown are properly justified under the convenience criteria. I 
specifically mention those as being Fort Lee, Va., where 615 of the 
permit holders live on or immediately adjacent to the post in Wherry 
houses, where the distance to the nearest adequate commercial facilities 
in Petersburg varies from 3 to 4 miles. That is over a heavily traveled 
highway with restricted speed limits. It is necessary to pass through 
at least two stoplights. Very definitely the travel time by private 
conveyance will require more than 10 minutes. The travel time by 
commercial bus is indicated as being 45 minutes. The other installa- 
tion is Fort Jay, which, as you know, is located on Governors Island. 
The only transportation between the island and lower Manhattan, 
where the nearest commercial facilities would be available, is by 
ferryboat. As indicated in the annual survey, the travel time by 
private vehicle, ferrying the private car, is 30 or 35 minutes. By 
commercial transportation the travel time is 50 or 55 minutes. As 
you may well realize, parking facilities in lower Manhattan are quite 
at a premium. 

General Evans. Thank you. 

Mrs. Harpren. Thank you. 

General Evans. That will complete our statements, Madam Chair- 
man. 

Mrs. Harpren. Have you any questions, Mr. Meader? 

Mr. Meaper. I would like to defer to my colleague. 

Mrs. Harpren. Mr. Osmers. 

Mr. Osmers. Madam Chairman, I wonder if you would be able to 
enlighten the committee and also the witnesses who are here as to 
the provisions in the new Defense Appropriations Act with respect 
to this matter. If certain regulations have been put into that act 
which affect this subject I think we probably should have those pro- 
visions in discussing this. 

Mrs. Harpren. Mr. Ward, would you care to answer that? 

Mr. Osmers. Why do you not read it into the record, Mr. Ward, 
and then we will have the provisions? 

Mr. Warp. We just got this a few moments ago and have not 
actually had time to review it. It is the conference report No. 1015. 

Mr. Osmers. Did they adopt the language in the bill that is on 
page 47, Mr. Ward? 

Mr. Warp. Let me check the bill. I have not had a chance to 
do that, Mr. Osmers. 
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This copy of the bill, H. R. 5969 section 624, says: 


No appropriation contained in this act shall, after December 31, 1953, be avail- 
able in connection with the operation of commissary stores, within the continental 
Unitea States of the agencies of the Department of Defense, unless the Secretary 
of Defense has certified that items normally procured from commissary stores are 
not otherwise available at a reasonable distance and at a reasonable price and 
satisfactory quality and quantity to the military and civilian employees of the 
Department of Defense, and that privately operated organizations are unwilling 
or unable to operate on the military reservation such commissaries to provide 
necessary goods and services at reasonable rates and in the quality and quantity 
required: Provided, That commissary stores are hereby authorized to be operated 
by private pe rsons and privately owned organizations under such regulations as 
may be approved by the Secretary of Defense. 


Mr. Osmers. Is it your understanding, Mr. Ward, that that lan- 
guage was finally approved by the conferees? 

Mr. Warp. That was the last language we have received. 

Major Fisuer. No, sir. 

Mr. Warp. General Evans? 

General Evans. We understand, sir, that is not correct. We have 
what is purported to be—we got it over the telephone—the last lan- 
guage that came out of conference. 

Mr. Osmers. Would you be kind enough to read that into the 
record, with the understanding, of course, that it may not be official 
in the final analysis? 

General Evans. Yes, sir. [Reading:] 


Sec. 624. No appropriation contained in this act shall be available in connection 
with the operation of commissary stores of the agencies of the Department of 
Defense for the cost of purchase (including commercial transportation in the 
United States to the place of sale but excluding all transportation outside the 
United States) and maintenance of operating equipment and supplies, and for 
the actual or estimated cost of utilities as may be furnished by the Government 
and of shrinkage, spoilage, and pilferage of merchandise under the control of 
such commissary stores, except as authorized under regulations promulgated by 
the Secretaries of the military departments concerned, with the approval of the 
Secretary of Defense, which regulations shall provide for reimbursement therefor 
to the appropriations concerned and, notwithstanding any other provision of 
law, shall provide for the adjustment of the sales prices in such commissary stores 
to the extent necessary to furnish sufficient gross revenue from sales of commissary 
stores to make such reimbursement: Provided, That under such regulations as 
may be issued pursuant to this section all utilities may be furnished without cost 
to the commissary stores outside the continental United States and in Alaska: 
Provided further, That no appropriation contained in this act shall, after December 
31, 1953, be available in connection with the operation of commissary stores, 
within the continental United States, unless the Secretary of Defense has certified 
that items normally procured from commissary stores are not otherwise available 
at a reasonable distance and a reasonable price in satisfactory quality and quantity 
to the military and civilian employees of the Department of Defense: Prov nided 
further, That commissary stores are hereby authorized to be operated by private 
persons and privately owned organizations under such regulations as may be 
approved by the Secretary of Defense. 


Mr. Osmers. Madam Chairman, it is pretty difficult to interpret 
by ear just how this legislation will apply. 1 had read neither one 
of those amendments until I got here this morning, until just a 
couple of minutes ago, in fact. I did want to make several observa- 
tions on the subject, however. 

I was rather interested in General Hill’s testimony that the services 
had no effective lobby on this subject. 

I might say to the committee, Madam Chairman, that some quota- 
tions of mine received rather wide circulation in the services, and I 
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have received a considerable amount of ‘‘fan mail” on the subject. 
It is probably just as well that my congressional district does not lie 
within a military reservation at the present time. 

| do not believe, Madam Chairman, that as a committee we should 
become involved in the detailed dispute between some particular 
branch of the service and the GAO report. Whatever the facts are 
they can be determined. I do not see, since it is an accounting matter, 
how we can enter into that. 

[| wanted to make some remarks in connection with the statements 
of General Campbell, General Evans, and General Hill primarily. 

I recognize and agree—and I think everyone will agree—that there 
is a great deal in what General Campbell has had to say with respect 
to the morale benefit of commissary stores. I want to hasten to point 
out that when you get down to the percentage of the people who are 
affected by the competition that this committee has been talking 
about, you get down to a very, very small percentage of the armed 
services. 

In the first place, we have only been discussing the commissary 
operations which are located in the densely populated metropolitan 
areas of the continental United States, and they are only fifty odd of 
some two hundred odd. By the time you subtract from that number 
the number of unmarried servicemen, the number of Reserves and 
others who may be unwillingly on active duty in the service, and when 
you find the number of people who are failing to reenlist to make 
themselves available for Regular Army commissions, you get down to 
a very, very small percentage numerically of the people who are in the 
armed services. 

I want to say, too, that I recognize that in the case of the married 
noncommissioned officers you do get pretty close to the hard core of 
your permanent Military Establishment, and I am not ignoring that 
fact. Primarily this is a country, however, that has been built upon 
private enterprise and competition. We feel here that it is our job as 
much as possible to preserve and extend that system as much as we can. 

I am in complete agreement with General Hill on the subject of 
gouging. I know in my own experience in the armed services during 
the war I was gouged in an area where there was only a small com- 
munity outside of a military installation. You were just gouged 
unmercifully, 

I am going to forgive General Hill for his observations on the 
American economic system, dealing with profit, the payment of execu- 
tives, and the need for advertising; and say that he probably has been 
greatly concerned with military matters and has not familiarized 
himself with the fact that the retail distribution of groceries in the 
United States is one of the wonders of the world and that it operates at 
a profit of 1 or 1% percent net on the sales that it makes; and that the 
invested capital which he referred to, in quoting the market prices of 
stocks, indicates a return on investment of 4 or 5 percent, which, con- 
sidering the hazards, I think is a very, very modest return. 

I would also point out that if you will look around the room—we 
were talking about $50,000 executives—you will notice here what I 
would call an excessive use of manpower in connection with the prob- 
lem we are discussing here today. It requires a great many more 
people to do things in the military than it does in private business. 
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I think generally private business and labor makes a pretty good show- 
ing. 

There is one main question which has concerned me, and my position 
has not been changed on it. That is that in these highly developed 
metropolitan areas I do not believe that we need the commissary 
establishments. I was struck by a statement here that the price of 
bread has suddenly gone up here in the Washington area. While | 
know it says in the statement on the subject that it has nothing what- 
ever to do with the investigations of this committee, it is pretty hard 
to escape the conclusion that the agitation which has been started by 
the committee has had something to do with it. 

I would like to ask, Madam Chairman, any one of the witnesses, 
leaving aside for the moment fringe benefit which, as I say, gets down 
to a very small number of those people in active service, whether 
there really is a need for continuing these in the metropolitan area, 
I do not want to get all involved in whether these individual opera- 
tions meet certain criteria or not, because on that basis you could 
certainly defeat me in detail. I realize that. 

But on the broad question of the continuation of the commissaries 
in metropolitan areas, I would like to hear a discussion of that. 

General CampsBELL. | will start, and call on General Evans for 
support. 

Mr. Osmers. All right. 

General Campse.u. We feel there is a justification for the com- 
missary in the metropolitan area where it can make some saving for 
our lower paid personnel. It does not make a great deal of difference 
in my particular case, anyway, but our senior noncommissioned 
officers and junior officers have to watch their pennies, and the 
modest savings they can make in that way are definitely worth while 
to them. That would be the only answer I can give you. Perhaps 
General Evans can add to that. 

Mr. Osmers. General Campbell, I am not trying to restate your 
testimony at all 

General CAMPBELL. Yes, sir. 

Mr. Osmers. But it is your belief that it is justified as a fringe 
benefit? 

General CamMpBELL. Yes, sir; definitely. 

Mr. Osmers. Would you care to testify, General Evans? 

General Evans. I feel much the same way, Mr. Congressman. 

I would like to say this: Our surveys of our Military District of 
Washington commissaries have come up with a savings of approxi- 
mately 23 percent. Now, we figure that is a very significant savings 
not only to enlisted personnel but to the junior-grade officers. 

If I may, as an aside, I would like to say I will not authorize a 
junior-grade officer to come into my office in Washington because of 
the high cost of living in Washington. If he does come in he has to 
have an outside income so that he can be free from worry and free 
from confusion and frustration in order to do his job. He cannot do 
it on his pay, in my humble opinion. 

We feel that is a very significant saving. 

I would like to make one other comment along that line, if I may. 
The Bureau of Labor Statistics tells us that the average urban family 
spends about $80 a month, or $960 a year, for its food. Our average 
throughout our commissaries runs about $276, or by month roughly 
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23, $24, or $25. Actually, then, the military who are authorized to 
buy at commissaries are spe nding roughly 70 percent for their food 
outside today. 

The reason that we feel that commissaries must be continued, 
where they are justifiable, where the price differential is excessive- 
and we figure 20 percent or over is excessive—is to protect our enlisted 
personnel and junior officers. We also feel that 30 percent of the take, 
you might say, for food is not too great, when 70 percent goes outside. 

Actually, I ‘also believe that some of the people who have made 
complaints— I would say the bulk of the people—are the stores with 
higher markups on their foodstuffs. We have not had, to my knowl- 
edge—perhaps some of the other services have—a great deal of 
criticism from the chains or independent chains, the A. & P. and so on. 

To sum up, if I may, sir, we feel that 23 percent is a very definite 
saving for our personnel and should be authorized. 

Mr. Osmers. Madam Chairman, I would like to say, too, that it has 
been a rather amazing thing to me as an active member of this com- 
mittee that I have not had a single communication of any kind from a 
chain grocery store operation. I do not know what the reason for that 
is, but I just have not received any. 

[ would like to pursue the subject that you opened up there, General 
Evans, just a little bit, and to get it down, let us say, to a sergeant 
who is married with two children, who buys his food at the commissary 
or buys the average amount that is bought there by such a serviceman. 
What is the amount of his savings on a food bill in dollars for a year? 
What would you estimate? 

General Evans. About $180, sir. 

Mr. Osmers. So that the maximum benefit which we are talking 
about in this group which uses and needs the help—the junior officer 
and the higher grades of noncommissioned officers—is about $180 a 
year for the average family? 

General Evans. Yes, sir. 

Mr. Osmers. I would say, Madam Chairman, that if there is an 
important change in the commissary operation of the Armed Forces 
as a result of the legislation that we discussed here a little earlier, and 
it does adversely affect a substantial number of people in the service, 
I certainly feel that the Congress should take that into consideration 
when determining the pay scales and allowances insofar as the mem- 
bers of the armed services are concerned. 

I have no further questions. 

Mrs. Harpen. Mr. Pilcher, do you have any questions? 

Mr. Pitcuer. I might state this, Madam Chairman: I feel very 
definitely about the paint business and some of the manufacturing 
and what not, but when it comes to food and such I cannot go along. 

I would like to further state that I do not believe these boys are 
eager to join the service now. I receive many more letters requesting 
release from the service than I do requests to join the service. 

That is all. 

Mrs. Harpren. General, what percent of the active members, 
retired members, war widows, and disabled personnel in the United 
States are served by commissaries? 

General Evans. Madam Chairman, I do not have any overall 
figures. I do have some figures on two posts. For instance, roughly, 
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at Fort Lawton 87 percent of the permit holders at Fort Lawton are 
enlisted men and junior grade officers. 

I can read approximately how that runs. For the Presidio of San 
Francisco, where you will find quite a few retired people living, for 
instance, at the Presidio of San Francisco the Army has a total of 
4,435 permits. Enlisted runs 1,879. Commissioned and warrant 
officers run 1,581. 

That will be a headquarters in San Francisco, where the Sixth 
Army Headquarters is located, where you have more than the usual 
senior grade officers, but you also have a lot of junior grade officers, 
Dependents of personnel stationed overseas and elsewhere are 975, 
There are 385 Air Force permits, 17 Red Cross, 97 Coast Guard, 88 
Marine Corps, 291 Navy, 1 Coast and Geodetic Survey, 85 Public 
Health Service, 1,506 retired personnel, 8 veterans, and 114 widows. 

At the Oakland Army Base we have enlisted, 1,270; officers, 787; 
retired personnel, 407; veterans, 25; widows, 51. 

As I mentioned previously, we do not have the complete figures for 
Lawton, but 87 percent are held by enlisted or company grade officers. 
That runs up to captain, as you know; second lieutenant, first lieuten- 
ant, captain, and warrant officers. 

Mrs. Harpen. In how many States and in how many places do the 
commissaries operate? 

General Evans. We have 80 commissaries in the continental United 
States. I do not have at the moment how many actual States that 
covers. That is just Army. 

Mrs. Harpen. Are you speaking just for the Army? 

General Evans. That is right. That is the Army. I can give you 
the figures on the other services. The Air Force has 90, the Navy 34, 
and the Marine Corps 7. That is a total of 211. 

Mrs. Harpen. Thank you. Mr. Ward, have you any questions? 

Mr. Warp. I would like to ask a couple, Madam Chairman. 

General Evans, what percent of the enlisted personnel and junior 
officers and senior officers and so forth in the ZI have access to the 
commissaries? Do you have the figures on that? 

General Evans. I do not have a figure, but I would say the bulk 
of them. We do have stations, or where they are out on special detail, 
where they do not have commissary privileges. However, I would like 
to state in connection with that that even at these isolated places or 
isolated stations that people have driven as far as 250 miles to shop 
in the commissaries because they thought they were saving money. 

Well, they have driven many other distances in between, but the 
only one I know of is about 250 miles as the maximum. ‘There are 
some who will not have those privileges. 

Mr. Warp. Could you give us the percentage of the ones who do 
have access to commissaries by these different classes we are talking 
about? 

General Evans. I do not have them now. 

Mr. Warp. Is that too much of a job to do? 

General Evans. We would have to query all the stations. It would 
take a little time to get that, but it can be secured; yes. 

(The information was supplied as follows:) 
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THE Secretary OF DEFENSE, 
Washington, Au yust ZZ, I Ww 
n. Cectu M. HARDEN, 
Chairman, Intergovernmental Relations Subcommittee 
Committee on Government Operations, House of Representatives. 


Dear Mrs. HarpEN: At the hearings on commissaries before your committee 
July 30, 1953, you requested statistics showing (a) the growth of commissaries 
er the past 10 years and (6) the percentage of enlisted personnel and junior and 
nior officers in the continental United States who have aceess to commissary 
vileges. Defense Department witnesses indicated that this information would 
collected and forwarded to you at a later date. 
\ttached hereto is a table showing the dollar sales of commissaries operated by 
Army and Air Force and by the Navy and Marine Corps for the years 1949 to 
id-1953. Also set forth are figures showing the number of commissaries operated 
each service in the years in question. In addition, figures showing the number 
personnel of each service within the continental United States are included to 
ow the correlation between strength and commissary operations. It is not 
ssible to assemble similar data for earlier years without an exhaustive and 
tly examination of service archives, many of which are located at a distance 
from Washington. However, if your committee feels that it is necessary to have 
the statistics covering the earlier years, we shall be happy to undertake to gather 
em for you, 
With regard to the percentage of military personnel having access to com- 
issaries, it has not been possible on the basis of data currently available in 
Washington to assemble information which would be comparable as between the 
ervices and which would also be fully responsive to your question. I have there- 
fore requested each service to conduct a survey of all commissaries now in opera- 
n in order to develop accurate and up-to-date information on the actual com- 
missary permits issued according to the categories of military personnel requested 
by your committee. As soon as the survey has been completed, I shall forward 
this additional information to you. 
Sincerely yours, 
toceER M. Kyegs, 


Data on operation and sales of commissary stores in relation to servic 
the continental United States 


AIR FORCE AND ARMY 


Annual sales | Strength (in 
Calendar year (consoli- man-year 
dated) ! Air Fores 


302, 200 
, on 446, 699 
757, 075 613, 394 
746, 057 710, 208 
, 823, 810 684, 757 
January through June 


Consolidated sales figures are shown since Army depots supply both Army and Air Force commissaries 
n CONUS and consolidated sales figures are reported by the depots. Annual sales figures were developed 
is follows: Line 12, Consolidated Monthly Commissary Operating Statements furnished the Office of The 
Quartermaster General by depots lists “‘all other sales’? by Army and Air Force commissary stores in the 
continental United States. Since cash received for sale of meals, meal coupons, and other cash sales of 
subsistence are reported on this line, it is necessary to determine what percentage of this figure represents 
iles to individuals. Based on the fact that continental United States 5 percent surcharge collections for 
calendar year 1952 amounted to $3,609,340.07, Army, and $2,577,959.91, Air Force, the total sales on which 
surcharge was collected can be determined by multiplying these figures by 20 The result of this com- 
putation is $123,746,000. Sales on which surcharge was collected amounts to 84.835 percent of reported sales, 
his percentage was applied to the sales reported on line 12 of the monthly commissary operating statements. 
2 As of July 31, 1953. 
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Data on operation and sales of commissary stores in relation to service strength within 


the continental Uniied States—Continued 


MARINE CORPS 














. Strength as Stores in 
Calendar year Annual sales of June 30 operatior 
| | ; as of Jan. | 
1949 $3, 458, 354 | 74, 952 7 
1950 4, 107, 610 | 65, 564 7 
1951 6, 532, 987 150, 704 | 7 
1952... 7, 642, 113 | 183, 102 | 7 
Dis an cdncdskisnscawankyuudsnceiaactesstnanceiaveacscledswapuuieeaglasen | 2196, 901 
aad bes eae A ne ) yon | v= 
1 As of July 31, 1953. 2 May 31 
NAVY 
a Oe ae pe = Re oo aa | a Tre, 7 
| | Stores in 
Calendar year | Annual sales | peete ne operation 
| | ei as of Jan. | 
1949... _..| $20, 237, 225 207, 721 | 8 
1950__. 16, 587,031 | 167, 754 | 28 
1951_.. . 7 . -| 25, 865, 037 234,177 | 26 
1952... - oe ; | 35, 484, 447 312, 470 | 35 
1953... i alias | 19, 297, 123 | 134 
| 


250, 526 


(January through June). 
1 As of July 31, 1953. 


DEPARTMENT OF DEFENSE 


Number of commissary permits outstanding in continental United States as of Aug. 
31, 1958 


























| Military personnel of— 

Issued to— Total te eal Tr ae ae yet own 
| es Marine | Air 
Army Navy Corps Force 
-_ | 
A. DEPARTMENT OF DEFENSE SUMMARY 
Total “ag TS ore as tie 
Military personnel on active duty 621, 149 ‘174, 924 162, 606 31, 503 252, 116 
Enlisted 408, 521 105, 526 | 110,718 21, 867 170, 410 
Junior officers 150, 716 | 47, 755 36, 904 6, 768 59, 289 
Senior officers 61, 912 21, 643 | 14, 984 2, 868 | 22, 417 
= = oes | a 
Other personnel ‘. a al chat ee 5 ll lees a dbincaaaiaiacss cbkableleieieds spleen 
— — _ —— a _onseee — ——EE as — aa —— — ee —EEE 
B. ARMY COMMISSARIES 
NN ae aa ; | 216, 132 | 

Military personnel on active duty.....-.--.---.------ 195, 329 | 159, 461 | 2,413 | 

i _— ee om, , an 
Enlisted... pncvecesiecccca-snessevnsscccvens} 106,008] 00] eer] iaml sen 
ie ae delt ndaee te = 52, 373 43, 198 4, 397 600 | 4,178 
PD iinccich canta dhencch als acntiabesa 27, 920 19, 463 | 3, 789 592 | 4, 076 
ss dtrctives dis nnnintatammeetedectuclen | 20, 803 = eheion He oo intel -- eae aiacaae 
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DEPARTMENT OF DEFENSE—Continued 


Number of commissary permits outstanding in continental United States as of Aug. 
31, 1958—Continued 


| 
| Military personnel of— 


Issued to— . , ee 
Army Navy Marine 
Corps 


C. NAVY COMMISSARIES 


Total ; 169, 540 
Military personnel on active duty 143, 366 35, 820 
Enlisted s . 99, 960 ¢ 95, 702 
Junior officers 31, 862 75s 29, 859 


Senior officers__.. ba 11, 544 10, 268 


)ther personnel - - - . 26, 174 


D. MARINE CORPS COMMISSARIES 


DU ik cttbh ncctciddtiiondeidgad dathdeed Siac 
Military personnel on active duty 28, 3: 258 2, 669 
Enlisted 9, 582 f 1, 433 
Junior officers 3, 949 


Senior officers - . 


Other personnel 


Total 


Military personnel on active duty............-..-.-.. 254, 106 ,§ 7, 885 25 232, 055 


Enlisted 73, 948 , 655 5, 546 159, 844 

Junior officers - - aon . 7 0, 032 3, 7% é 25 54, 358 

Senior officers ‘ 20, 1é , Ox 17, 853 
Other personnel 


Mr. Warp. We have had some information to the effect that it is 
a small percentage really who have access. If so, from a morale point 
of view it is not so good for the ones who do not have access. I would 
like to get the facts on that if it is possible. 

General Evans. We will get the facts, sir. 

I would like to state that it is my considered judgment that that 
statement is incorrect. In connection with that we have felt—we 
know that certain people do not have these privileges. We have 
felt that in the long range or over a good many years that they are 
not going to stay there all the time; they are going to be transferred 
where they will have the privileges. ‘That is just one of the exigencies 
of the service, so to speak. 

Mr. Warp. You have mentioned that you are going to change 
your method of computation as to establishment and disestablish- 
ment. Why are you doing that? 

General Evans. We are doing that, I might say, for several reasons. 
First, we want to do the best job we can. And we want to have our 
figures and our procedures justified without any question whatsoever. 
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We started off initially in 1949 taking a certain number of items, 
I believe it was around 77 or 85. I am not sure which. There was 
some criticism of that. 

We got together and changed the number of items, to carry all 
items or all types of items in the commissary. That produced certain 
deficiencies, in our opinion. 

Of course, remember we were doing this each year, except in 1950 
we did not survey them, on account of Korea. 

Then we have experimented. You might say “experimented”. We 
checked some commissaries on a weighte de ategory basis. We thought 
that would be better. Since that time we have had considerable dis- 
cussion with the Bureau of Labor Statistics, and they have been of a 
great assistance to us in putting each item on a weighted basis. 

That is one of the basic criticisms I think that some of the people 
who have testified before you have made. We feel that is certainly 
sound. Obviously meat is a very important thing. You use more 
meat than you do pe pper, obv iously. 

Previously we were giving pepper the same weight. I think just 
on the face of it that is not correct. So we are trying to do a legiti- 
mate job and trying to put this on the basis which is thoroughly 
justified or justifiable. 

Mr. Warp. Since the BLS has been making the market basket 
survey, since 1935 or so, as I recall it, and are expert in the business, 
would you object to their conducting the surveys at your installations 
for you? 

General Evans. We have no objection to anyone conducting sur- 
veys. However, naturally we would like to know how they are 
doing it. We would like to discuss the matter with them. We 
have no objection to anyone in the Government assisting us in 
surveying. 

Mr. Warp. Do you not think that would be a protection to your- 
selves, by removing any question as to the objectivity of the survey? 

General Evans. Yes, and actually you might say that is one of the 
reasons we have had these discussions with the BLS here recently, 
because of the fact that they have been in this business for a long time 
and we feel that the advice that they give us will be sound and above- 
board. It will be justifiable. 

Mr. Warp. That is all the questions I have. 

Mrs. Harpen. Mr. Meader, have you any questions? 

Mr. Meaprr. General Evans, do you have any statistics showing 
the growth of commissaries, let us say, over the past 10 years, in 
volume of sales or in number of employees to handle them, or in 
number of permit holders, or in number of installations? Do you 
have any such statistics that you could furnish us? 

General Evans. We have some. Not over the last 10 years, Mr. 
Congressman. Since 1950 we have opened 28 commissaries and we 
have closed 28. Now, some of that, of course, is due to the reactiva- 
tion of posts and installations during the Korean war, and also some 
recent deactivations, too. So we opened 28 and closed 28 since 1950. 

Mr. Meaver. So the number remains static? 

General Evans. Yes, sir. 

Mr. Meaper. Do you have figures on sales since 1950? 

General Evans. No, sir. I do not have those figures, but I can 
furnish them for the record, sir. 
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Mr. Meaper. I never like to ask for a lot of bookkeeping work. 

General Evans. Yes, sir. 

Mr. Meaper. But I assume an establishment which is run in a 
businesslike way maintains current statistics. 

General Evans. That is correct, sir. We do have the figures 

Mr. Meaper. It would not be too difficult. I would like to get 
some idea of whether or not this is a decreasing or an increasing com- 
mercial activity of the military services 

General Evans. Yes, sir. 

Mr. Meapver. I would like to have those statistics which would 
show whether it is growing. 

General Evans. Yes, sir. 

Mr. Meaper. Or whether it is being kept under control. Because 
I think sometimes there is a tendency to get into some of these things, 
and then nobody pays any attention and they just go wild. While 
there does not seem to be any disagreement at all that commissaries 
are an appropriate activity in the isolated places, at isolated installa- 
tions, where there are no facilities available—and that seemed to me 
to be the philosophy when the military was originally authorized to 
conduct these activities—I think there must be some check either by 
the military themselves or perhaps by committees such as this, to see 
that they do not get out of hand. Sometimes people engagé ed in the 
business like to see it grow, even though there is no personal profit to 
them in it. 

| would like to say that over a period of time, say since 1940, which 
would take in World War II, I think we should have the fluctuations 
and trends in this particular commercial activity. 

General Evans. Of course, Mr. Congressman, that has a direct 
relation to the size of the Army. Actually we do have a check and we 
have a policy that none will be opened unless they are justifiable. 
I will furnish the figures on the sales. I think perhaps I should also 
furnish at the same time the strengths and so on. 

Mr. Meaper. Of course, the only trouble with a word like ‘‘justi- 
fiable’”’ or “‘adequate”’ is that the GAO may have one interpretation 
and the Army may have another one and the Congress may have still 
a different one. ‘These criteria seem to be somewhat elastic and are 
interpreted differently by different people. 

I think we should have the statistics on the actual growth, and if 
you would like you can put alongside of them the statistics on the 
strength of the services. That might help give us a little clearer 
picture on whether this is something expanding rapidly or whether it is 
something being kept under control. 

General Evans. Right, sir. 

(See p. 1155.) 

Mr. Mraper. I wanted to ask you one question I think I asked 
when the GAO witnesses were here, and they preferred not to answer 
it. Is shopping permitted during working hours in the commissaries 
as a general practice in the armed services? 

General Evans. That varies by installation, sir. It is under the 
direct control of the installation commander. It depends on the type 
of installation, the job, and so on. But in general shopping is per- 
mitted. 

I would say that the bulk of the shopping is done by the wives. 
As a matter of fact, some of them consider that a kind of a club. They 
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meet there and so on. But that is the bulk of the shopping, which is 
done by the wives. 

Mr. Muapzr. Is there a regulation which prohibits people who are 
being paid for their time from doing shopping during the time they 
are supposed to be working? 

General Evans. None from the Department of Defense level, 
However, | might say, Mr. Congressman, that an officer or an enlisted 
man is on duty 24 hours. He does not punch a time clock. He is 
not paid on an hourly basis. 

Mr. Meapser. But there are a lot of civilians who have these 
privileges, too, who are paid on an hourly basis. 

General Evans. No; I would not say that, sir. 

Mr. Meraprer. You mean there are no permit holders who are 
civilians? 

General Evans. Yes; there are permit holders who are civilians, but 
they are not excessive. 

General CampBetu. They also have wives, sir. 

Mr. Mxaper. I am not speaking about the wives. You see what I 
am aiming at, General. 

General Evans. Yes, sir; I see what you are driving at. 

Mr. Meaper. I am wondering if there is a general permission for 
people who are supposed to be working, doing jobs, to do shopping 
during working hours. I am not talking about people who are not 
Ww orking or who are not employed or who are doing other things shop- 
ping w hen they are supposed to be on the job. I wonder whether there 
is general permission for shopping during working hours or whether 
there is any regulation which prohibits shopping during working hours. 

General CampBeELu. In my experience normally there is not. How- 
ever, it is a very common practice for the noon hour to be reserved for 
personnel i in uniform who are required to be on duty the other hours. 

Mrs. Harpren. Will the gentleman yield? 

Mr. Murapmr. Yes. 

Mrs. Harpen. I believe the committee has been told that a wife 
who is entitled to the commissary card but does not have a car has 
asked, perhaps, a person who is not entitled to a card to take her to 
the commissary, and she gets not only her own list but the list of 
groceries for her friend who has taken her. Would you care to com- 
ment on that? 

General Campset, All I can say is it is possible. You have all 
kinds of people in the service as well as otherwise. 

Madam Chairman, seriously I do not think that is a serious problem. 
I do not think it is prevalent. 

Mrs. Harpen. But I do agree that the wives do most of the 
marketing. 

General CampseLu. They definitely do. 

Mrs. Harpen. Had you finished, Mr. Meader? 

Mr. Meaper. Yes. 

Mrs. Harpen. Have you any questions, Mr. Hillelson? 

Mr. Hiuuetson. I have only one. During the past week, General, 
I have been receiving mail from different manufacturers protesting 
the continuance of this committee, claiming that we are trying to 
deprive service people of the right of commissaries and post exchanges. 
I do not think that was ever the intention of the committee. 
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But I did wonder whether you have any idea why these different 
manufacturers have taken that position. One of them manufactures 
wallets and another manufactures pipes and another manufactures 

‘ther articles which are sold in the post exchanges. Why would they 
be concerned one way or another? Do you have : any idea as to that? 

General CampBELL. Those are post exchange items you have 
mentioned. 

Mr. Hiiuertson. Yes. Most of them are post exchange items. 
Normally they are items of what we term “fair trade’ and have a 
‘fair trade’”’ price on them. For example, a pipe might sell every- 
where, or be advertised, for $1.50, and possibly the PX might sell it 
for $1. I do not know. 

Why would they be concerned? I donot know. I appreciate they 
would sell more for a dollar than they would for $1.50. 

General Evans. If I may sir, I might hazard a guess on that only, 
and that is this: We have had no complaints whatsoever from our 
suppliers as to running commissaries. On the contrary, they want 
more business. I believe that any communications which you have 
had might have been motivated by the desire to continue to do busi- 
ness with us. 

Mr. Hruuetson. I appreciate that. Certainly if every post ex- 
change and every commissary in the country were terminated to- 
morrow you would still have to have the facilities and have to offer 
the different service people an opportunity to purchase items such as 
that. Whether it would be under civilian control or under the Army, 
these same people would have to sell the merchandise. I was just 
wondering how you buy your PX items. Do you buy them under one 
purchase order, or do you have each post exchange buy them, or what? 

General CampBELL. I am not qualified to give you an accurate 
answer on that, Mr. Congressman. 

Commander Wiuutams. I can answer so far as the Navy is con- 
cerned. Each Navy exchange buys its own. 

Mr. Hituexison. In other words, there is no advantage to them so 
far as sales is concerned, then? 

Commander WiuuiamMs. There is no central buying in the Navy. 
We do not have any central buying at all, so far as the Navy is con- 
cerned. We do make what we call a price agreement with the manu- 
facturer, actually an open end term contract. The post exchange 
then places its own purchase orders on the basis of that. 

General CampBeLL. The Army and Air Force Exchange Service 
has central pricing agreements with prime sources of exchange mer- 
chandise. However, the salesmen representing these prime sources 
call upon the individual exchanges and the orders and payments for 
merchandise are handled locally. 

Mr. Hiuuexson. I see, In other words, that is a little more simple 
for the manufacturer. 

General CAMPBELL. Yes, sir. 

Mr. Hituerson. After they get in once. That is my only question. 

Mrs. Harpen. Any further questions? 

Does anyone in the room care to make a statement concerning 
commissaries? Apparently not. 

The committee wishes to be fair. We will ask the GAO repre- 
sentatives to review your statements so any errors of fact may be 
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corrected. We are very appreciative of your coming over this 
morning and the very fine statements which you have presented in 
behalf of the branches of the services which you gentlemen represent. 
Thank you very much. 

General Evans. Thank you, Madam Chairman. 

General CAMPBELL. Thank you. 

General Hitt. Thank you very much. 

Mrs. Harpen. Our next witness is Brig. Gen. Paul F. Yount, 
Acting Chief of Transportation of the Department of the Army. 

General Yount, will you and your aides please take the oath. 

Do you solemnly swear or affirm that the testimony which you will 
give in this hearing will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

(Chorus of ‘I do.’’) 


TESTIMONY OF BRIG. GEN. PAUL F. YOUNT, ACTING CHIEF OF 
TRANSPORTATION, DEPARTMENT OF THE ARMY; ACCOMPA- 
NIED BY CAPT. B. J. MULLANEY, UNITED STATES NAVY, MILI- 
TARY SEA TRANSPORTATION SERVICE; LT. COL. H. F. McFEELY, 
UNITED STATES ARMY, OFFICE, CHIEF OF TRANSPORTATION; 
COMDR. N. BURT DAVIS, Jr., UNITED STATES NAVY, OFFICE OF 
THE CHIEF OF NAVAL OPERATIONS; AND COMDR. CHARLES 
BOND HECK, SUPPLY CORPS, DEPARTMENT OF THE NAVY 


Mrs. Harpen. Have you seen the testimony of Mr. Thomas 
Crowley? 

General Yount. Yes; I have, Madam Chairman. 

Mrs. Harpen. Please proceed. 

General Yount. Madam Chairman, I am Brig. Gen. Paul F. 
Yount. I am the principal witness for the Department of Defense. 
I am also representing the Department of the Army. 

I have in addition Captain Mullaney of the Military Sea Transpor- 
tation Service, UVepartment of the Navy; Commander Heck on the 
logistical aspects of the Navy’s operation, from the Bureau of Supplies 
and Accounts; and Commander Davis on the operational aspects of 
the operations, from the Chief of Naval Operations Office. 

We have no prepared statements to present to the committee. 

This matter was gone into at considerable length back 2 years ago. 
The position of the Department of Defense and the Department of 
the Navy and the Department of the Army is essentially the same. 
It is set forth in the confidential committee print entitled “ Report of 
the Special Subcommittee on Sea and Harbor Transportation of the 
Armed Services Committee, House of Representatives,’ in section 4 
of that document. If it is appropriate for that committee print, inso- 
far as section 4 is concerned, which is the matter under discussion, to 
be included in the record, | would so recommend. 

Mrs. Harpen. Without objection it shall be done. 

(The information is as follows:) 
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REPORT OF THE SPECIAL SUBCOMMITTEE ON SEA AND HARBOR TRANSPORTATION 
OF THE ARMED SERVICES COMMITTER, HOUSE OF REPRESENTATIVES 


* * * * * * 
IV. HARBOR AND TERMINAL OPERATIONS 


The case for the private operators 

Representatives of private enterprise recommended the establishment of a 
policy whereby the Army and Navy would utilize the services of the regularly 
established commercial tugboat companies, whenever available, for the perform- 
ance of general towing services to Government facilities in the waters of San 
Francisco Harbor, and that the Government use its own equipment only for 
emergency service, which could not be handled by private enterprise. 

Private enterprise contends that both the Army and the Navy operate fleets 
of tugs and barges which are manned by enlisted personnel in the case of the 
Navy, and by civil-service personnel in the case of the Army, and that such an 
operation is extravagant and cannot be performed as inexpensively as can be 
done by private enterprise. Further, it is contended that records show Govern- 
ment tugs service far less number of ships than can be serviced by the facilities of 
private operators with the same number of tugs. 

It is maintained that the Navy operates a fleet of barges which are self-propelled 
vessels with a 14-man crew used for fuel-oil service, gasoline and diesel oil, and 
water service. These vessels and barges are operated out of the United States 
Navy Fuel Depot at Point Molate and are engaged in the transportation of fuel 
oil from the Point Molate Depot to vessels of the United States Navy and Military 
Sea Transportation Service berthed at various docks in the bay area, and to 
shoreside installations of the United States Navy. They are also used for the 
transfer of fuel oil and gasoline from the oil refinery to the Point Molate Fuel 
Depot to replenish stocks. It is maintained that this is an unnecessary use of 
naval equipment in direct duplication of adequate boat petroleum-transportation 
facilities operated by private industries, both as common carriers and contract 
carriers operating under the jurisdiction of, and regulated by, the Publie Utilities 
Commission of the State of California. 

The private operators further allege that they have endeavored to interest 
the Navy in the use of a gasoline-storage facility at Alviso, Calif., owned and 
operated by Oil Terminals Co., which is strategically located close to Moffett 
Air Force Base. Because of its location, the use of this facility would eliminate 
the long truck haul from Point Molate to Moffet Air Force Base over congested 
highways and through busy communities. It is contended that the use of this 
facility would avail the Navy of additional storage and save it money by elim- 
inating the truck haul and would increase the available storage at, or near, Moffett 
Air Force Base. 

The Oil Terminals Co. offered these facilities not only to local naval personnel, 
but took the matter to the Assistant Secretary of the Navy and were advised 
that the Navy had no interest in the facility. Despite this, the privace operator 
contends that an appropriation of nearly $500,000 has been allotted to Moffett 
Air Force Base to provide additional storage at the base, which storage would 
accomplish approximately the same result as the use of the private facility at 
Alviso. It is argued that the expenditure of nearly a half million dollars for such 
a facility is a duplication of an existing commercial facility. 

Whereas the Army and Navy had a total of five tugs operating in the San 
Francisco Bay area prior to World War II, they now have 57 vessels of tug type 
operating in the bay by commercial operator’s count. It is admitted that naval 
installations have increased in number since the period prior to World War II, 
but private operators contend they are well qualified to handle all but emergency 
business despite this. They contend that with a total of 12 privately owned 
tugs, they can perform all work now being done by the Army and Navy with 57 
tugs. In a résumé prepared by private operators it is shown that the number of 
ships handled by commercial tugs in San Francisco Bay in the first 6 months of 
1950, as against Army and Navy vessels, produced figures disclosing that a com- 
mercial tug handled 20 times the number of ships as its Army or Navy counter- 
part. Furthermore, it was pointed out that the Navy has a tug plying between 
the Naval Supply Center and Mare Island Navy Yard and Stockton annex 
towing barges, and that such tug employs a crew of 30, whereas such barges are 
usually towed by commercial tugs with a crew of 2. 

The private operators submitted for comparison the normal docking of a 16,000 
gross ton ship. A commercial tug with crew of four to six would dock the ship. 
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If tidal conditions were adverse, two tugs might be used. On the other hand, to 
perform the same service the Army or Navy would use several tugs, employing 
crews varying from 10 to 14 men in the crew, per vessel. Recently when the 
Navy has contracted with a commercial operator to dock a ship, it has specified 
the use of two tugs, even though the tide was slack, and above the protests and 
suggestions of the private operators that the second tug was unnecessary. 

Private operators decry the use of the naval expression “‘normal workload.”’ 
It is their opinion that the Navy has never defined the term and that when its 
representatives state that it is Navy policy to maintain in service only enough 
equipment to meet the “normal workload,” the Navy is not using a reasonable or 
static standard. Private operators interpret the expression to mean (a) that which 
the Navy determines it to be, and (b) that the “normal’’ will at all times constitute 
all work that has to be performed. Furthermore, that the term will be directly 
related to the growth of naval activities. It follows, therefore, that not only will 
the Navy, pursuing this reasoning, perform all its own work at the present time, 
but that as its activities increase it will in turn increase its facilities to handle the 
larger workload. 

The Navy has made statements that it is not in competition with private 
enterprise to operate its own equipment, but private industry submits that that 
does not reasonably follow. For if such was the case, the Navy should perform 
all the other services which it requires, on the grounds that it was more economical 
than private companies could perform. Therefore, it would manufacture the 
products it needs, operate its own land transportation, etc. Private industry 
believes that it is axiomatic that this could not be considered as anything but 
infringement on private enterprise. 

It is contended that the Navy should not be allowed to compete with and 
stifle private enterprise under the guise of economy. 

The Army and the Navy have contended it must maintain equipment for fire 
fighting and training of personnel and to this the private operators agree but 
they feel that this could be done without driving them out of business and if such 
functions are necessary, those activities should be carried out without competing 
with them in a business enterprise. 

The feeling is very strong by private industry that a firm policy should be 
established rather than such as has been in the future, whereby the door has 
always been left open for changes each time the personnel in charge of policy 
changed. 

There also is to be considered the problems of the terminal operators. The 
Marine Terminal Association of Oakland, Calif., affords an example. This asso- 
ciation is composed of three private water front terminal operators. These com- 
panies have a total combined warehouse area of approximately 1,500,000 square 
feet and an outside surface area of approximately 50 to 60 acres. The combined 
berthing space of the three terminals is 18 ships. In peacetime years the prin- 
cipal business of these terminals was the handling of commercial cargo of all 
types. During World War II each of the terminals was engaged almost exclusively 
in the shipping of cargo in the war movement. These terminals were organized 
and available for use at the commencement of World War II and thus a very large 

reentage of the tonnage which moved in the war effort, out of San Francisco 

ay, was shipped over these facilities. 

he maintenance and operation of vital commercial operations staffed with 
competent and experienced help, ready to aid in any crisis, can be accomplished 
only by keeping these docks in a nealthy condition. But ‘decreasing its volume 
by the services shipping only through Army and Navy docks becomes as detri- 
mental to the terminal operators as similar treatment to the steamship operators, 
shipyards and tug and barge companies. It is the opinion of the operators that 
every effort to support the commercial docks by the services should be made and 
that they should not confine that support to any one type of cargo, as commercial 
docks can handle all types of cargo. These docks are available for use and have 
tangible benefits to offer the Army and the Navy; not to use them is economically 
unwise and results in a weakening of the overseas defense program. 

In addition to the foregoing, the case of the Oakland municipal port facilities 
came under consideration. The outer harbor terminal facilities, as in World War 
II, has been taken over by the United States Army, despite the fact that the port 
was willing and able to provide the same service which the Army, under contract, 
and under any degree of security specified by the Army. On July 17, 1950, when 
the facilities were leased to the Army in connection with the Korean emergency, 
the board pointed out to Army representatives that it had 24 years of experience 
in handling all types of cargo operations and that it could handle the Korean 
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argo under an equitable and fair arrangement. It was further pointed out that 
limination of the outer harbor terminal from the port’s commercial operations 
ould seriously affect the port’s commercial operations and that it was loath 
to lease the terminal to the Army when it could supply the same service as would 
be secured by the Army from another operator. Consequently, the Board of 
Port Commissioners of Oakland, is of the opinion that the Korean cargoes could 
ave been efficiently and more economically handled by port personnel, under 
contract arrangements, than as at present with the Army as lessee of the outer 
harbor terminal facilities. Furthermore, the port’s commercial operations would 
not have been seriously disrupted. 

The private operators submitted the following activities in the San Francisco 
Bay area of the Army and Navy as being representative of their actions in com- 
peting with private enterprise: 

1) The Mare Island Freighting Service by United States Navy. 

(2) Stockton Annex Freight Service by United States Navy. 

3) Docking ships at the San Francisco city front, Oakland Navy Supply 
Center, Alameda Air Base, etc., by United States Navy. 

1) Docking Army ships at Fort Mason, the Oakland outer harbor Army base, 
San Francisco city front, ete., by United States Army. 

5) Bulk petroleum transportation in San Francisco Bay from Molate Point to 
Navy Air Station at Alameda, bunkering ships in the entire bay, and miscellaneous 
small tanker operations in the transportation of bulk petroleum all over the bay 
by the United States Navy. 

6) Water barge service to Alcatraz by United States Army. 

7) Benicia Army Freight Transportation. 

(8) General derrick barge operations throughout San Francisco Bay. 

Private operators contend this work should be performed by them because: 

(1) With very few exceptions they performed this work prior to World War II. 

2) The build-up of the Army and Navy tug and barge services during World 
War II was supposed to only meet the emergency at that time and not to be used 
to put private operators out of business. 

3) It is fundamental that private enterprise should not be faced with compe- 
tition from the armed services where the services are not using all the facilities 
offered by private enterprise. 

1) Not only are the employers affected adversely by the present policy of the 
armed services, but many civilian workers are also affected adversely, since prac- 
tically all work done on Navy tugs and barges is done by ealisted personnel, not 
by civilian labor. 

5) The private operators over many years have built up the source of experi- 
enced labor for inland tug and barge services, and unless private operators can 
stay in business, the supply of this type of labor will eventually disappear. This 
will not only affect the Navy and Army when such services would be required, 
either in peace or wartime, but will affect the labor industry in San Francisco Bay 
area, mainly, private commercial shipping. 

6) Some local representatives of the Services state that the tugs and barges 
used by them were available anyway and should therefore be used. It seems 
hardly legitimate that this attitude prevails when it results in placing private 
industry in jeopardy. 

7) Local representatives of the Services state that operation by the Army and 
Navy is cheaper than using private operators. Detailed proof of such statements 
has been refused. However, assuming for argument that such statements are 
true, it is contended that private business and labor should not be faced by this 
unfair competition from the Army and Navy. 

8) The rates for the private operators’ services are set by the Public Utilities 
Commission of the State of California. Materials and other costs are set by 
current market prices. The Navy and Army operate on taxpayers’ money, to 
which the private operators make substantial contributions. Navy and Army 
accounting does not disclose the true picture of their operating costs. Therefore, 
the private operators contend that they are, in effect, supporting an activity of 
the Army and Navy which threatens to put them out of business 

(9) The Navy and Army use more manpower and more equipment to do the 
same job than private operators. 

Private operators make the following recommendations to rectify the alleged 
unfair competition: 

(1) That private tug and barge operators be used by the Navy and 
the capacity of such private operators’ facilities 
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(2) That only after this is done should the Navy and Army operate their own 
tugs and barges, and then only on an emergency basis. 

(3) That private terminals be used to the greatest extent possible. 

(4) That orders be issued by the proper officials in the Navy and Army to 
implement the recommendations in (1) and (2) and (3) above. 

(5) Following the implementation of the recommendations herein contained, a 
conference should be ordered in order that authorized Navy and Army officials 
and private operators could collaborate in putting into effect the provisions of 
these recommendations 
B. The case for the Nat jf 

The Navy contends that it is more economical to use its own tugs, barges, 
and harbor equipment. At present, privately owned equipment is utilized 
when the origin or destination of the material to be moved is commercial, such as 
a commercially operated terminal, shipyard, or plant. Privately owned tugs 
are used to dock and undock commercial steamship companies’ vessels at Navy 
installations. 

The Navy further states it is its policy to only maintain in service enough 
equipment to meet the normal workload. Anything over that is turned over to 
commercial enterprise It is pointed out, in substantiation of its argument that 
it is more economical to operate its own harbor equipment instead of going into 
the open market to secure the services of commercial operators, many private 
companies operate their own equipment, such as, Standard Oil Co. of California, 
Tidewater Associated Oil Co., Santa Fe Railroad, Western Pacific Railroad, as 
well as the State of California. 

The Navy contends the expense of harbor facilities is governed by appropria- 
tions which are earmarked for certain activities. It is the Navy’s thought 
that the operation of Government-owned installations and between Government 
installations is not actually competition. In these cases the Government is 
merely following the standard commercial procedure of utilizing its own equip- 
ment to perform its own work when there is sufficient work to warrant such an 
operation. 

1 


The Navy denies that it is depriving private operators of the business they 
enjoyed prior to World War II. It maintains that prior to the war there was 
relatively little naval activity in the San Francisco Bay area. During prewar 


years the Naval Supply Center, Oakland; Naval Air Station, Alameda; Naval 
Shipyard, San Francisco; Naval Supply Center Annex, Stockton; and Naval 
Communication Depot, Port Chicago; did not exist. The only naval establish- 
ment which did exist was the Mare Island Naval Shipyard. At that time, the 
Navy had five tugs and five floating derricks, including the YD133, which is still 
in service. The activity has doubled in size, and today it has 10 tugs and only 
4 floating derricks. 

The Navy contends that the commercial operators could not have enjoyed any 
business from other than the Mare Island Shipyard prior to the war, because the 
other installations did not exist. And it points out, on the other hand, that the 
building of these new installations has brought additional business to the private 
operators. In the first 10 months of 1950, $100,493.72 was expended for hire of 
commercial harbor equipment, and this was spread out among the various com- 
mercial operators. 

Further, other elements have contributed to the lowering of tug and barge 
business. For instance, the construction of bridges across the bay has resulted 
in tonnage formerly handled by barges being transported by truck. In addition, 
there has been a reduction in the number of ships making San Francisco a port of 
call. Also, waterfront strikes have reduced the number of ships coming into the 
bay. Therefore, the Navy contends that if there has been a reduction of business 
for commercial operators, much can be charged to the shift of traffic from the 
San Francisco Bay area. 

The Navy states that it feels it unwise to lay up its equipment and use only 
commercial equipment except in time of emergency, as requested by the private 
operators. It points out that commercial operators’ equipment is not always 
available, especially after regular working hours and, if then available, high 
overtime rates must be paid. Furthermore, labor gangs for loading and unloading 
(which is part of the private operators’ tariff) are not always available, especially 
after regular working hours. 

Representatives of the Navy seriously doubt that private enterprise has 
enough equipment to handle all of the Navy’s business if it were to lay up all of 
its harbor equipment. It was pointed out that private operators must keep their 
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ntracts and business relations with private firms, and since they did this there 
ild be many times when their equipment would not be available for the Navy, 
ause it would have been previously committed to private interests. Cases 
vere cited where the private operators had refused Navy business. For instance, 
vate operators refused to move aircraft carriers for they claimed projections on 
» carrier damages the superstructure of their tugs 
[he representatives of the Navy stated during the hearings: 
“Even though the private operators did have enough equipment, it would be 
ound to lay up all Navy equipment and use commercial harbor equipment 
exclusively. Because of the last war, the Government has a good deal of harbor 
equipment. Maintenance costs must be paid on this equipment whether it is 
ised or not. Therefore, it is better to use it In addition, it would be unwise 
lispose of the equipment to save these maintenance costs because it is vitally 
eeded in case of emergency.”’ 
The Navy flatly contends that the use of Government-owned facilities is less 
expensive to the Government than hiring private operators’ equipment It 
ints out that a detailed cost analysis has been made and approved by the 
Department of the Navy which proves this. Furthermore, the cost analysis 
took into account many items not usually accounted for in Government cost 
analyses in order to have an accurate comparison with private operators’ cost 
figures. Such items as overhead, insurance, and depreciation were included as 
Even so, the Navy contends the cost of Government operation is less 
pensive in most instances than hiring private equipment. The Navy main- 
tains that the savings, if constructive costs are excluded (and it points out these 
io not constitute out-of-pocket money for the taxpayer) amounts to $76,000 for a 
3-month period. This amount can be saved by using Government-owned and 
operated equipment in preference to commercial equipment. 
In addition, it is desired to point out that adoption of a policy requiring utiliza- 
tion of commercial equipment exclusively, except in time of emergency, would 
it result in doing away with all the costs currently incurred in operating Govern- 
ent-owned equipment, inasmuch as it would still be necessary to maintain 
Government equipment in operation for fire protection, for security patrols, and 
r training of naval personnel. It would also be necessary to have equipment 
ianned and in operation so that it would be immediately available in the event 
of local disaster or national emergency. Further, there would be initial costs 
involved in laying up the equipment and continuing expense for maintenance of 
the equipment in lay-up. The equipment would depreciate at a faster rate than 
service. Accordingly, it can be seen that a shift to a policy requiring the exclu- 
sive use of commercial equipment would not only require a greater outlay of the 
taxpayer’s money because of the higher cost of commercial services, but the 
taxpayer would also be saddled with additional costs for fire protection, security, 
training, and maintenance of equipment in lay-up, which costs are now included 
the costs of supplying tug, barge, and heavy-lift services. The importance of 
the military fire-fighting capabilities in case of disasters is shown by the following 
facts concerning present gallon-per-minute pumping capacity of bay area floating 
equipment. 
The Navy has (a) 36,500 gallons per minute; (b) the Army 8,000, which would 
e lost if the services had no tugs; the municipality has 30,000, and the private 
mpanies only 6,200 gallons per minute 
If commercial tugs were used exclusively, (a) and (6) would not be available. 
In addition, there would be increased clerical costs as a result of the paper work 
nvolved in procuring commercial services, getting the necessary receipts for 
aterial, and paying for services rendered 
{side from the cost factcr, there are a number of additional reasons which make 
t highly important that the Government keep sufficient harbor craft in operation 
to meet its normal requirements. 
Naval harbor tugs are an essential part of the District fire-fighting equipment. 
Their immediate availability makes it possible to move a burning ship, for example, 


to a safe anchorage. A substantial percentage of tugs are equipped with fire 
pumps and monitors and afford a highly advantageous form of fire protection 
instantly ready to meet an emergency. Training periods and frequent drills 


keep this service ready to fight fire on the piers, ships, or at any neighboring 
installation. 

Operation of Government owned harbor equipment provides training for mili- 
tary personnel in tug and fire-fighting techniques, and in the maintenance and 
repair of tugs and small craft. These personnel provide a nucleus of trained men 
to meet oversea requirements in time of national emergency. 
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The immediate availability of Government craft for dispersal of vessels in the 
event of imminent air attack is another reason for maintaining Government craf; 
in operation. 

Government ownership of barges allows the holding or diverting of loaded 
barges without incurring demurrage. 

Full utilization of stevedore gangs is made possible by scheduling loading and 
discharging of nonurgent barge cargo to meet availability of gangs witho 
incurring barge demurrage. 

Navy ownership cf barges permits loading for offshore transfer to ships prior 
to the arrival of the ships. This method permits scheduling of barge loadings in 
keeping with the workload and immediate discharge to vessel upon arrival, thus 
expediting vessel turn-around. This operation would be impractical commercially 
because of the charges for barge demurrage. 

A large number of barge moves are handled by YTB’s and YTL’s which must 
be maintained for vessel movements and for the port security, thus providing 
greater utilization of small craft. 

The use of Government-owned harbor craft makes the use of revenue bills of 
lading unnecessary. This results in a distinct saving in clerical work. 

All cargo handled by commercial barges becomes the subject of common 
knowledge. This is not desirable from a security standpoint. 

Crews of Government-owned vessels are checked for loyalty. The Government 
has no control over employees of a commercial firm. 

Postwar developments have shown that one of the greatest threats to democracy 
is from within. Internal security on the home front is at least equal in importance 
to our ability to project our armed might overseas. Operation of equipment 
within the confines of military installations with military personnel or civil-service 
personnel whose backgrounds have been investigated and whose actions are open 
to constant serutiny is much more desirable from a security standpoint than the 
intermittent employment of contractor’s personnel whose origins are unknown 
or because of the magnitude of the problem have only been given superficial 
screening. In a contract operation, different personnel will be assigned to do a 
job one day and an entirely different crew the next day. This makes the task of 
adequately screening such personnel in the first place, and keeping them under 
observation, a task of such magnitude as to be impossible of adequate accom- 
plishment. Security considerations, therefore, dictate utilization of Government- 
operated equipment to handle the normal day-to-day workload. 

Because equipment owned by the Government was designed specifically for 
the function which it is to perform, it can do the job better, cheaper, and faster, 
in most cases, than general-purpose contractor-owned vessels or equipment. In 
addition, the personnel operating the vessels or equipment are familiar with the 
tasks to be accomplished and the standard operating procedures for their accom- 
plishment. Therefore, the job can usually be done more expeditiously and 
competently by Government-owned-and-manned vessels or equipment. 

Use of privately owned harbor equipment is subject to possible interruptions 
and delay as a result of waterfront labor disputes and strikes. Such labor 
difficulties are not encountered with the use of Navy equipment manned by naval 
or civil-service personnel. The support of military operations and forces overseas 
demands that there be no gaps in the supply line. Work stoppages or slow- 
downs as a result of labor-management disputes, contract negotiations, or union 
jurisdictional fights, cannot be allowed to deprive our fighting forces of the 
equipment and supplies they need to do their job. Complete dependence on 
contractor personnel and equipment would create a potential situation which in 
the public interest cannot be allowed to exist. 

By utilizing Government equipment to do work at Government installations, 
Government-owned tugs, barges, and derricks are maintained in operating con- 
dition, thus providing immediate availability in the event of disaster such as the 
Benevolence incident, or national emergency. Government equipment must be 
retained in eer so that trained personnel and fully operational equipment 
can immediately be transferred to any location in the Pacific where needed. If 
Government equipment had not been in operation at the outset of the Korean 
crisis, the Nation’s reaction to that emergency would have been greatly hampered. 
It would have taken a considerable period of time to activate the additional har- 
bor equipment required not to mention the expense of activation and subsequent 
deactivation. The services were able to meet that crisis because they had both 
Government and commercial equipment available. If only commercial equipment 
had been in operation, the services would have been greatly handicapped. 
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Barges are available for large movements of ammunition from and to Naval 
Magazine, Port Chicago, and large ships unable to berth at Port Chicago. Am- 
inition must be removed from ships undergoing overhaul and then reloaded 
er completion of overhaul. Under commercial practices, excessive demurrage 
uld acerue. In the case of ammunition, premium rates are often involved in 
mercial operations which do not occur with naval equipment and personnel. 
rhere is always a time lag in getting commercial equipment from the commercial 
berthing area to the point where the Navy work is to be done. The use of Navy- 
ned harbor equipment eliminates the time lag involved in hiring commercial 

s and the running time to the Navy installation. 

Control over, and availability of, naval tugs and barges provides immediate 
transportation for urgent shipments on a 24-hour-a-day basis. Commercial con- 

ns cannot guarantee that military requirements can always be met at the time 
required. Military operations frequently require the immediate use of ships and 

iipment at anv hour and on short notice. It takes time under the best of cir- 
imstances to get contractor equipment under way and over to the military in- 
tallation where required. Further, the contractor has commercial customers in 
addition tothe Navy. Hise quipme nt may be otherwise employed and therefore 
not available to meet the Navy’s requirements. 

Use of Navy-owned equipment provides greater flexibility. Equipment can 
more quickly and easily be shifted from one task to another. Radio contact with 
tugs allows for their diversion under way. Better utilization is possible. Tugs 
can be shifted from ship assists to towing to rescue work with a minimum of time 
and effort. 

\bsolute control of equipment and command authority over personnel oper- 
iting the equipment or vessel is particularly important in military operations. 
There is no question as to capabilities or doubts as to compliance with instruc- 

ons when the ship, equipment, and crews are under naval jurisdiction. Standard 
organization and operating procedures, and uniform equipment insures an under- 
standing of orders given, and increases coordination. Private operators may be 
unfamiliar with Navy procedures and terminology. 

If the Navy were to be made wholly dependent on commercial firms for harbor 
equipment, it is doubtful whether it would have any price protection, due to the 
lack of real een bidding in the San Francisco Bay area. There were only 
two bidders on the barge contract for the current year. Only two bids were re- 
ceived for tug service in the San Francisco area and only one bidder in the Stockton 
area. There was only one bidder for the 750-horsepower tug service for ship 
assists. 

\ comparison should be shown with the policy of the Navy in the New York 
area which is similar to the policy in the San Francisco area, namely, Government 
craft available are used in preference to hiring commercial craft. In other words, 
Government equipment is used to perform the basic work and commercial equip- 
ment is hired as required to supplement the Government equipment. Attention 
is invited to the fact that there is a lesser number of naval installations in the 
New York area. Therefore, there is not as much barging between installations 
nor the need for maintaining the same amount of equipment. It is further ap- 
parent that rates charged by commercial tug and barge operators in the New York 
area are much less than in the San Francisco area. For example, rental of a 500- 
ton barge costs twice as much in San Francisco as in New York. 

The private operators have indicated they would be willing to train naval 
personnel. The Navy contends that the best way to train personnel is to have 
them actually perform the type of work they are learning under the guidance 
of experienced personnel. This is the method employed by the Navy. It is 
also the most economical method since the trainees are contributing productive 
labor. Having commercial operators train Navy personnel would be costly 
because their services would be lost to the Navy. Further, they would not be 
learning standard Navy procedures, or terminology or become familiar with 
Navy operations. In addition, Navy tugs perform a variety of missions including 
fire fighting and rescue work in which they would get no experience with commer- 
cial operators. 

The private operators contend that they have records to prove that Army 
and Navy tugs service a far lesser number of ships than the Navy services with 
the same amount of tugs, and the Navy uses far more tugs than is necessary. 
The Navy does not agree to this but if the statement is correct, it is readily under- 
standable because the Navy’s tugs are utilized for a fourfold purpose, whereas 
the tugs the private operators speak of were evidently used for ship assists alone. 
The Navy’s tugs are used for ships movements, barge towing between naval 
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installations, fire fighting, and personnel training. It is considered, therefore, 
that no fair comparison in number of ship movements versus the number of 
tugs available can be made. 

It is considered that commercial standards of using fewer tugs than the number 
normally utilized by the Navy contributes to unsafe operations and situations 
leading to damaged vessels and facilities. A recent example of this is illustrated 
in the undocking of the U. 8. 8. Breckenridge at pier 25, San Francisco, on October 
25, during which commercial tugs responded to all signals but still could not 
control the vessel, even though assisted by a Navy YTS, with the result that the 
vessel suffered damage. 

The private operators protested the unnecessary use of naval equipment in 
direct duplication of adequate bulk petroleum transportation facilities operated 
by private industry. 

The Navy invites attention to the fact that since January 1 of 1950 through 
September 30, the Navy has paid $55,168.36 for commercial barging of products 
to and from Point Molate. The Navy, therefore, is currently giving a substantial 
amount of business to the commercial operators. The Navy cannot afford to be 
wholly dependent upon commercial operators for the vital function of receipt 
and issue of petroleum products for the fleet and fleet aircraft. If the demands 
of commercial companies for barging services is heavy, commercial equipment 
may well not be available for fueling ships of the fleet. The contractor’s dis- 
patcher has orally stated that commercial demands for oil barges are given pref- 
erence over Navy requests. This is understandable from a business viewpoint, 
but also means that the Navy must assure its ability to perform its mission by 
having Navy equipment available. In addition, the commercial operator’s 
equipment may well be immobilized by a strike or other labor dispute. Lastly, 
statistics show that the employment of Government-owned and manned oil 
barges results in less out-of-pocket costs to the taxpayers. 

Private enterprise also protests the activities of the United States Navy in 
operating a freight service between the Naval Supply Center, Oakland, Mare 
Island Navy Yard, Stockton Annex, and other naval installations on San Fran- 
cisco Bay. 

Upon completion of the Naval Supply Annex, Stockton, in 1945, it was decided 
that the most practical method to transfer materials between NSC, Oakland, amd 
the annex was by Navy barge service. The reasons for this decision were: Less 
cost to the Navy, dependable service and, flexibility of operation. Priority 
material is delivered within 24 hours. Routine shipments loaded and/or discharged 
from barges are in conformance with the availability of labor and storage facilities 
at each station, and material may be held on barges without incurring demurrage 
costs for direct loading to vessels. When using commercial barge service, it is 
necessary to immediately accept the material which, in many cases, entails dupli- 
cate handling through the transit shed. 

Barges and suitable tugs were available and were not constructed primarily 
for this purpose. Both tugs and barges deteriorate less when in operation than 
when in a laid-up status. 

Furthermore, this operation does not require preparation and accomplishment 
of revenue bills of lading. The movement of material between NSC, Oakland, 
and the Stockton Annex is intra-activity and under the cognizance of the same 
command. 

The ATA-176 has been assigned to NSC, Oakland, for the purpose of towing 
barges between these activities. It is manned by a civil-service crew formerly 
on a two-shift basis, nine men on each shift, but was stepped up to three crews 
for around-the-clock operations, for the Korean emergency. The craft makes one 
round trip, 70 miles each way, per day on a 5-day week basis, and can be operated 
over the week ends with additional overtime pay. 

From July 1 to 24, 1950, the ATA—176 has towed 176 barges to and from Stock- 
ton and Oakland. Over 23,000 long tons were aboard the barges. 

In addition to the Stockton haul, the ATA-176 has towed 66 barges between 
interline points, such as Naval Fuel Annex, Point Molate; Mare Island Naval 
Shipyard; and the Naval Magazine, Port Chicago. 

The ATA~176 is available to Western Sea Frontier for rescue, emergency and 
distress call. It is also available to assist in the movement of vessels in either 
activity when required. The craft is manned by competent, licensed civil-service 
personnel who effect all but major repairs to the vessels between tows. The 
vessel tows a minimum of five barges but normally seven to nine each way, and 
operates on schedule regardless of weather conditions. Commercial tug operators 
available for towing between the above-mentioned points usually use 300 to 500 





COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 1171 


horsepower tugs which would normally tow two barges. They are subject to 
tidal and weather conditions, require considerable more time for the trip, and are 
frequently delayed. 

Considering the economy, safe and efficient operation, and the flexibility of 
operations, the commanding officer of the Naval Supply Center, Oakland, feels 
strongly that this service, as now operated, should be maintained. When barge 
or towing is required beyond the capacity of naval equipment, it is the policy of 
this activity to utilize commercial service. 

As in the case of Navy tugs and barges, the use of Navy heavy-lift equipment 
is considered extremely desirable, in preference to commercial equipment, from 
an operational as well as an economical standpoint. Navy equipment is immedi- 
ately available. Commercial derrick barges may be tied up on another job 
when required or, at best, must be towed from some other point. 

The Navy pointed out that the Naval Supply Center alone estimates that 
hiring commercial harbor equipment would mean an out-of-pocket expenditure 
of approximately $304,000 more per year than is currently spent for operation 
of Government-owned equipment. The naval shipyard at Mare Island esti- 
mates that hiring of commercial tugs to perform the work currently performed 
by Government-owned tugs would cost the taxpayer approximately $153,000 
more per year based on the volume of work performed during September. The 
Naval Shipyard, San Francisco, estimates that use of commercial tugs would 
increase their costs by approximately $128,000 per year based on the volume of 
work obtained during September. Commercial service duplicating that performed 
over the past year by the floating cranes at Mare Island and San Francisco 
Naval Shipyards would have cost the Government an estimated $817,000 over 
and above the actual cost, including depreciation, of Government operation of its 
cranes. In other words, it is estimated that it would cost the Navy approximately 
$1,402,000 more per year at the current volume of work to utilize commercial 
equipment in place of the Government-owned equipment currently in operation. 
To these direct costs of commercial operation would have to be added the costs of 
laying up Government equipment and maintaining such equipment in lay-up, 
plus the costs of water-front fire protection, security patrols, and training which 
services are now performed by the same craft which are used for ship assists and 
ship and barge tows. 

The plight in which the tugboat and derrick operators, and for that matter 
the entire shipping industry, now find themselves is not due to Navy competition, 
but due to the same factors or events which caused shipping in San Francisco 
Bay to diminish almost to the vanishing point. Trucking over highways and 
bridges has made tremendous inroads into barging and shipping. Atlantic- 
Pacific coast seaborne commerce, as well as Pacific coastwise commerce, has all 
but disappeared. Pacific trade out of San Francisco has vanished. Some of 
this is the direct result of the war and conditions in Asia. Some is the direct 
result of past unsettled conditions in San Francisco which have driven commerce 
to southern California and the gulf. 

It is agreed that commercial harbor equipment should be used to move com- 
mercial steamship company’s vessels at Government installations; that commer- 
cial equipment should be used to move Government material when the origin or 
destination of such material is a commercial terminal, shipyard, or plant; that 
commercial equipment should be used to meet any fluctuations in workload above 
the normal, and that commercial harbor equipment should be used wherever 
practical within the availability of funds for that purpose. 

It is submitted, however, that the public interest is best served from the stand- 
point of economy, efficiency, and national preparedness, by continuing the 
present policy of utilizing Government-owned harbor equipment, manned by 
Government personnel, for meeting the normal requirements for docking and 
moving Government-owned vessels, and barging Government material between 
Government installations or between such installations and Government-owned 
vessels, in preference to hiring privately owned and operated harbor equipment. 


C. The case for the Army 


® The policy of the Army in regard to tug operations and the use of floating and 
shoreside equipment is to have sufficient personnel and equipment in operation 
for normal expected workloads, training, and fire protection. In case of peak 
loads and in emergencies, this equipment and personnel are to be augmented by 
contract with commercial companies for certain types of operations. 

This is the policy under which the San Francisco Port of Embarkation operates 
its harbor craft and other equipment. It receives the authorization for personnel 
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and equipment from the Department of the Army, through the Chief of Trans- 
portation. 

The Department of the Army’s policy in regard to ports of embarkatior 
including passenger and cargo terminals, is that facilities must be immediately 
available in time of emergency. It is imperative that the Army have in existence 
ports of embarkation thoroughly experienced in the rapid processing and shipment 
of troop units and their equipment and supply. Military ports of embarkation 
must be used in normal times in order to keep them on an operating basis to meet a 
rapidly developing emergency such as the Korean operation, and to keep available 
on call expert military personnel to furnish supervision over the commercial ports 
which are utilized, to the degree permitted by military considerations, when 
requirements exceed the capabilities of the military ports. 

The commanding general, San Francisco Port of Embarkation, in addition to 
his functions and responsibilities in connection with carrying out the normal 
mission of his port of embarkation, has responsibility for the maintenance of 
104 pieces of floating equipment, which include tugs of various sizes and types, 
boats, barges, floating derricks, and small vessels. This equipment is Army 
reserve and is held for emergency use in oversea theaters and to augment opera- 
tions in ports in the zone of the interior, if necessary. An additional 10 vessels, 
including a 180-foot freight and supply ship with military crew, are held for 
training of Organized Reserves and ROTC personnel. 

The San Francisco port has responsibility for the supply of oversea theaters 
with equipment in Army reserve status, furnishing supplies and spares and crewing 
vessels for oversea delivery. It also recruits marine personnel for oversea bases. 
Such personnel may be recruited from men working in the port, from rosters of 
those who have previously worked in the port, or who are on civil-service registers 
or from candidates who are hired after test on Army equipment. 

\n added responsibility is the training of Transportation Corps General Reserve 
units. These units include port companies and battalions, such as the Fourteenth 
Transportation Port Battalion, which was recently shipped to the Far East, and 
the port company now performing stevedore work at Eniwetok. 

The San Francisco port presently operates three large tugs, three small tugs, 
three barge derricks, and a number of barges. Five of the tugs are equipped 
as fireboats, having pumps of 1,400 to 1,800 gallons per minute capacity and 
mounting one or two monitors. All five tugs have hose outlets, fire hose, and 
burning equipment for cutting steel, in addition to the monitors. One of the 
floating derricks is being used for training stevedore troops at Camp Stoneman. 

The Army’s use of contract tugs for docking and undocking ships at the New 
York port developed during the recent war. As there were a number of large and 
efficient tug companies, such as Tice, McAllister, Moran, Messick, and Dalzell, 
in a highly competitive field in the New York Bay area, a portion of that port's 
tug operations was placed on a contract basis. This contract only covered docking 
and undocking of vessels, while Army tugs continued to handle all barge operations, 
the largest and most complicated part of this operation. 

The policy for the use of harbor craft at the San Francisco port of embarkation 
developed differently from that at New York and is similar to the operation at 
New Orleans and Seattle. The Army has maintained tug and barge service at 
the San Francisco port from 1902. Prior to 1942 it performed its own tug service 
for docking and undocking not only all Army transports at Fort Mason but also 
the U. 8S. S. Henderson, U. S. S. Chaumont, Arctic, and the V ega when these Navy 
vessels berthed at Fort Mason piers, and also such foreign warships as the Jeanne 
d’ Are when berthed at Fort Mason. Army tug service handled moves of trans- 
ports from Army piers to shipyards, being assisted by shipyard tugs at the yard. 
In addition, the Army furnished tug and barge service for the movement of crushed 
rock from Angel Island to the Presidio when roads were being built. Prior to 
the recent war, commercial tugs were only used by the Army when its own tug 
service Was not available due to lay-up repair or overhaul. 

Commercial tugs handled Army vessels for a period during 1942. The service 
rendered was not satisfactory, as tugs were too frequently not available when 
required. The Army started to build up its own fleet again late in 1942, and from 
the middle of 1943 performed its own tug operations. It also had to furnish tugs 
to the Santa Fe & Western Pacific Railroad car ferries handling military cargo 
when the railroad’s tugs and commercial tugs were not available. In addition, 
Army tugs docked and undocked Army troop transports at the embarkation piers 
used by the Army on the Embarcadero. It had at least 6 tugs, the number it 
now operates, in port use in 1943. These were the LT-3, LT-232, Agnew, ST-36, 
ST-557, and the ST-577. 
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After the end of World War II, both San Francisco and the New Orleans Army 
ports had large fleets of reserve craft and equipment to maintain, and each served 
oversea theaters which had less equipment and fewer repair facilities than those 
served by the New York port. Some of this equipment had to be maintained in 
condition for prompt oversea dispatch; so, it was used on a rotation basis by the 
port, when possible. 

There were eight tugs in operation at the San Francisco Port of Embarkation 
on June 1, 1950. An estimate of the expected workload for the first quarter of 
fiscal year 1951 indicated that probably two tugs could be returned to stand-by 
or to reserve status during July. The Korean emergency developed before this 
was accomplished, and these two tugs were continued in operation. The opening 
of the ammunition-loading point at Parr Richmond No. 4 required additional 
fire protection and tug service. A request was forwarded to the Chief of Trans- 
portation to place two additional tugs in operation for emergency 24-hour-a-day 
service at this terminal. This request was granted, but with the termination of 
ammunition loading at Parr 4, Richmond, two tugs were returned to the inactive 
fleet. These tugs at Parr 4 had pumping capacity of 1,400 gallons per minute 
and mounted one and two monitors for fire fighting, as well as hose outlets and 
hose for fighting fire on shipboard. 

Complying with the policy of the Chief of Transportation to only maintain 
sufficient equipment in operation for normal workloads, two additional tugs have 
been returned to the inactive fleet, with the estimated expected workloads for 
October and November. The San Francisco port now operates three large tugs 
and three small tugs. All of these tugs except the ST—908, a small shallow-draft 
tug, are fireboats with trained crews. The tugs have pumps of capacity of 1,400 
to 1,800 gallons per minute, and all mount monitors. 

In addition to the tugs, the San Francisco port maintains three barge derricks 
of 30-, 60-, and 100-ton capacities. When the heavy movement of unit equip- 
ment required loading by heavy-lift equipment, additional heavy-lift equipment 
was procured by contract from Smith-Rice and Haviside Cos. Contracts for 
the use of this commercial equipment cost the Government $238,847.91 in less 
than 3 months. 

On directive from the Office of the Chief of Transportation, 22 tugs of various 
sizes, barge derricks, and barges were removed from Reserve and surveyed for 
repair necessary to place them in conaition for oversea shipment, if needed. 
Condition surveys were approved by the Office of the Chief of Transportation 
and contracts let for required repairs and rehabilitation. This equipment had 
not been hela in stand-by readiness but was in the same lay-up condition as 
vessels of the Maritime Commission’s ‘‘moth ball’’ fleet. The condition requirea 
for this equipment is far aifferent than that normal to a commercial company 
in local bay operations. The tugs and equipment had to be ready for a long sea 
voyage and for extended operations in an oversea theater where repair and mainte- 
nance facilities are extremely Ifmited. 

This equipment was not removed from Reserve for use in San Francisco port 
operations. The foresight of the Chief of Transportation in having this equip- 
ment repaired and ready for shipping is indicated by the fact that three small 
tugs have been shipped, two more are in cradles ready for shipment, and a request 
has been received from the Japan Logistics Command for aetailed information, 
availability, and delivery time on other equipment, including large tugs, small 
tugs, towboats, and various types of barges. 

The Government has equipment which will be placed in the reserve fleet status 
if it is not operated by the port. It is more economical to use this equipment as 
deterioration is less in use than in lay-up. The cost of periodic lay-up mainte- 
nance plus conditioning for operational use, if required, are more than the cost of 
operational repairs for a period equal to that of lay-up. Much of the upkeep work 
is done by crews during stand-by time when vessels are in regular use. The 
actual cost of operation to the Army is the cost of supplies, crew salaries, and part 
of the annual inspection cost. By keeping a small portion of the equipment in 
regular use some is always available for immediate overseas dispatch. It is also 
used for training and is ready in case of major emergency locally. 

The use of Government equipment, operated by civil-service personnel fur- 
nishes: Security, availability, dependability, flexibility, and control. 

The need for constant fire protection of Army facilities cannot be stressed too 
strongly. Five of the port’s tugs are equipped as fireboats with both hose lines 
and monitors and with trained crews. There have been seven fires at Army 
controlled piers and five fires on vessels at Army piers in the last year. The 
security furnished by the Army tugs at the pier 4 fire at Oakland Army Base is 
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an example of the need for these craft. The two fire tugs were manned and 
instantly responded, saving the United States Army transport Sgt. George Keithly 
and the steamship Young America by moving them to other berths and then 
attacking the pier fire. The Army fireboats from both Fort Mason and Oak- 
land were all in action at the fire before any municipal fireboat arrived. This 
prompt action saved the pier apron and piling and probably saved adjoining 
structures. The Oakland municipal fireboat is berthed at the foot of Broadway 
and requires at least 35 minutes running time to reach the piers in the Oakland 
Army Base. While San Francisco fireboat No. 2 is berthed at the foot of Bay 
Street and is comparatively close to Fort Mason piers, finger pier fires are very 
difficult to control by a single fireboat. Fireboat No. 1, berthed at pier 22, 
would take approximately 18 minutes to arrive at Fort Mason. Neither of the 
municipal fireboats is equipped with fenders or equipment for moving ships off 
berth in case of a pier fire. The loss of facilities, not to count property loss, 
during an emergency would amount to a calamity. The Army’s tugs afford 
constant fire protection. 

All operators of Army equipment are screened for loyalty and are constantly 
observed and rated periodically for reliability and qualification. ; 

Using its own equipment the Army is assured of dependable operation as its 
equipment is kept in better condition than that of commercial operators. Barges 
for moving ammunition must comply with the provisions of United States Coast 
Guard regulations title 46, sections 146.10-1 to 146.10-50, inclusive. It is 
doubtful if any commercial operator could have furnished sufficient barges, com- 
plying with these regulations, to have handled the recent ammunition movements 
made by the San Francisco port and furnished tugs equipped to fight fires, with 
trained crews. It is also doubtful if sufficient commercial barges could have been 
made available to handle the movement of 43-ton tanks from Oakland to Benicia 
and return the movement of similar tanks from the Benicia Arsenal to Oakland. 
From 9 to 12 tanks were handled on Army barges to save time in barge shifting 
at the crane. 

The Army’s equipment is designed for the purpose for which it is used, and so 
provides equipment suitable to the operation. Its tugs are equipped with radar 
to permit operation in fog or darkness assuring dependable operation. All tugs 
are furnished with radiophone to afford dependable control and flexibility of move- 
ment. The availability of its own equipment permits meeting tight operational 
schedules and permits flexibility of operations necessary to meet changes due to 
factors beyond the control of the port, such as arrival time of equipment and 
supplies by train and truck and changes in theater priorities and requirements. 
It permits discharge of trucks, tanks, and heavy engineer equipment from cars to 
barge, holding the barge until the ship is ready to load. This permits the release 
of critical rail cars, saves demurrage, and has the equipment ready on barges for 
barge derrick loading when the cargo is wanted. 

In regard to employees, it is well to note that all civilian employees of the Army 
are civil service personnel. No others can be hired. Civil service regulations 
in respect to pay and hours worked apply in every case. Stevedoring is done by 
contract. West Coast Terminals and Jones Stevedoring have the present con- 
tracts. Terminal operations at Army piers are done by Mutual Stevedoring. 

The Army takes issue with statements of private operators concerning the 
water service furnished to the Federal penitentiary on Alcatraz Island. It is 
contended by the Army that the equipment and methods used in transporting and 
handling the potable water supply for Alcatraz is in accordance with the United 
States Public Health Service regulations. Personnel from Aleatraz man the 
barge, make connections with San Francisco city water line at pier 4, and supervise 
the loading of the water. The water connections are of the approved Public 
Health Service type as is also the stowage of the connections when not in use. At 
Alcatraz, employees of the Federal prison make the connections and pump the 
water from the barge to the storage tanks on the island. The water, when 
pumped from the barge, is passed through a chlorinating system which chlorinates 
the water, before storage, to 0.2 to 0.4 per million, the recognized standard for 
chlorination. The water used is from the city of San Francisco water system, and 
is potable at the outlet on pier 4. The port surgeon takes bacteriological samples 
of the water. Furthermore, the maintenance officer on Alcatraz submits samples 
of water taken from the barge, from storage tanks on the island, and from faucets 
at various points on the island to the marine hospital for bacteriological analysis 
monthly. 

Alcatraz was an Army prison prior to 1933. On October 13 of that vear, it was 
turned over to the Department of Justice on a 5-year irrevocable permit. By 
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act of Congress on January 14, 1939, Alcatraz was transferred from the custody 
d jurisdiction of the War Department to the custody and jurisdiction of the 
Department of Justice. The Army furnished water and supplies to Alcatraz 
while it was an Army prison and has merely continued the operation since the 
ansfer was effected. At no time since Alcatraz was an Army prison have water 
ren supplies been furnished by commercial means. Nor is there any record of 
any complaint by a onmenarnel tug and barge company on the Government 
operation, until made before the subcommittee. The movement of water and 
supplies is between two Government points, Fort Mason and Alcatraz Island. 
The service is a sustained one and involves the use of Government terminals 
here fire protection is available. The Department of the Army believes that 
since this has been an Army operation and has been economically discharged with 
Government-owned equipment, no change should be made in the procedure of 
furnishing water to Alcatraz Island. 

It has been contended by private operators that the Department of the Army 
ises excessively large numbers of military tugs in comparison to those used by the 

ymmercial companies. The Department of the Army maintains that their tugs 
are equipped as fireboats and have either 20-man crews or 18-man crews. These 
crew strengths are for 3-watch operation, 24 hours a day, for use as either tugs 
or fireboats. It is contended that this crew strength compares very favorably 
with the 1-watch crews of commercial operators which has been state 1d to be 6 men 
for 1,000 horsepower commercial tugs. Another Army tug has a crew of three 
for one-shift operation. 

The Department of the Army states that it is not true that commercial operators 
dock ships with only one tug whereas many tugs are used by the Army for the same 
type operation. It states that commercial operators often use two tug operations 
and, in some cases, a third is added to handle lines. For instance, on November 
2, 1950, the President Cleveland was docked at 10:30 a. m. with a total of three 
tugs being used in the operation. These were commercial tugs and a check of the 
tide tables show that no extreme tidal conditions existed at the time of this docking. 

Furthermore, the Army contends that the number of tugs which commercial 
operators have stated the Army has in the San Francisco Bay area is misleading in 
that the number contains craft being readied for possible overseas shipment. The 
Army states that the largest number of tugs which it might have been able to 
operate during any part of July 1950 was 10 and that 2 of these were tugs pre- 
viously mentioned as being put into operation after the start of the Korean 
emergency and used at the ammunition loading point, Richmond. 

In addition, the contention of private operators that the Army has used their 
equipment very little since 1945, should be clearly understood, in that the Army 
has not shipped any amount of heavy lift cargo through the port of San Francisco 
since 1945. It is also contended by the De »partment of the Army that the rates of 
commercial operators in San Francisco are in excess of those at other ports. This 
is particularly true of hoisting rates, and, in addition, at San Francisco a service 

charge of $125 per ship per day is levied. Overtime rates at San Francisco are 
$5 more per hour than in New York and delay time is $7 more per hour in San 
Francisco than in New York. 

The Army policy prior to World War II was to utilize commercial tugs only 
during periods when Army tugs were laid up for repair or overhaul. Early in 
1942, it was necessary to withdraw the tug Lieutenant Slocum from service at the 
San Francisco Port of Embarkation and move it to an overseas assignment. 
Since the Army did not have sufficient tugs to meet its overseas requirements, 
commercial tugs were employed to replace the Lieutenant Slocum and provided 
the additional required service. The service rendered by the commercial tugs 
prove’ unsatisfactory due primarily to the unavailability of tugs when they were 
required. This resulted in frequent delays of ships making convoys. 

he late 1942 the Army began to build up its own fleet of tugs to meet the rising 
tonnage being shipped through their port and the number of tugs increased with 
the increase in tonnage and the movement of personnel. Most of the tug work 
was performed by Army equipment and this same situation continued into 1945 
when the peak load was reached. 

After VJ-day, the policy was to maintain only sufficient Army-owned equipment 
in operation to take care of normal workloads. Based on this policy the number 
of tugs in operation was steadily reduced until the number necessary for normal 
requirements was reached. 

At the outpreak of the Korean emergency, there was no Army-owned floating 
derricks in operation in the San Francisco port, and any lifts requiring a floating 
derrick were performed by commercial companies. As movement orders and a 
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requisition for equipment were received from the Far East command, the fore- 
cast of cargo indicated a large workload, including much heavy lift equipment. 
Based on this projected heavy lift load, it was indicated that the loadings could not 
be kept within specified shipping dates by using only commercial floating aerricks 
There were several floating derricks in storage at the San Francisco port which 
could be put into operation at a minimum cost in time for use with peak heavy 
loadings. One each 100-, 60-, and 30-ton floating derricks were broken out and 
placed in operation on July 20, July 22, and August 22, 1950, respectively. Com- 
mercial floating derricks were used in this operation for the first time on July 
17, 1950, and from July 20, 1950, both commercial and Army floating derricks 
worked at full capacity much of the time. With the exception of 10 separate 
days during the period July 17 to September 1, 1950, more commercial derricks 
were in daily use than military derricks. 

It is the contention of the Army that it is imperative that the Army maintain 
at its ports of embarkation sufficient facilities for a normal workload anc thos 
additional facilities which must be immediately available in time of emergency 
and that ports of embarkation must be used in normal times in order to keep 
them on an operating basis and furthermore to keep available on call expert 
military personnel to furnish supervision over the commercial ports which are 
utilized in case of emergency. 

* * * % * * * 


General Yount. We are prepared to reiterate the policies of the 
Department of the Army, the Department of the Navy, or to answer 
any questions that members of the committee have regarding either 
policy or operations. 

Mrs. Harpen. Do the other gentlemen care to make statements at 
this time? 

Captain Mu tianey. I am Captain Mullaney of the Military Ses 
Transportation Service. 

Unfortunately I was not able to study the Crowley testimony, but 
I read it very hastily for 2 minutes yesterday, and it had to be returned 
to the committee. 

I was impressed by the very general statements which were made to 
this committee that the Navy was interfering with private enterprise 
and that the witness could run his services more economically and he 
said, I think, more efficiently than the Navy. 

Those are just broad statements. I did not see any support regard- 
ing the inefficient or uneconomic operations. I will say this about 
competition with private enterprise: “The Military Sea Transporta- 
tion Service, which is the agency for the whole Department of Defense, 
for ocean transportation, includes tows, which I understand is a sub- 
ject before the committee. We do not tow any commercial cargoes 
at all. We are not competing with any commercial tugboats for any 
commercial cargo. 

Now, as to the alleged competition, the Military Sea Transporta- 
tion Service, which is charged with all ocean tows for the Army, the 
Navy and the Air Force, except fleet operations, has four tugboats. 
Three of them are up in Alaska and one is in the Japan-Korea area. 
There are no United States commercial tugboat concerns which 
operate locally in these vicinities, and our tugs are operating between 
naval installations in these areas. 

These are the facts. We have a policy of the Chief of Naval Opera- 
tions, approved by the Secretary of the Navy, on how we use Navy 
tugboats and how we use commercial tugboats. In general the policy 
is this: If there is a movement of Government material from one 
military installation to another and there are Navy tugboats handy 
and available, we use them. That is what they are there for. If 
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they are in existence and available we use them. If they are not 
available we use commercial tugboats. In all cases, when there is a 
movement of military cargo by towing, involving any commercial 
piers, or commercial docks, we use commercial tugboats. 

Last year, starting July 1 , &® year ago, the fiscal year, from that 
point up to now, we have ah our 4 tugboats, 3 in Alaska and 1 in 
Japan-Korea, where there are no United States commercial tugboats 
in local service. In addition to that, we have spent $832,652 on com- 
mercial towing services. 

For example, the Moran Towing & Transfer Co. in April of this year 
is getting $50,000 for a tow from Charleston to La Pallice, France. 
The Moran Towing & Transportation Co., in May of this year, is 
getting $37,255 from Charleston to Labrador. There are two barges 
voing to Whittier, Alaska. 

The Eugenia Moran operating for the Alaskan Freight Lines is 
going to get $100,000 for a tow from Charleston to Whittier, Alaska. 
There is another $145,500 to the Kevin Moran to tow a barge from 
Orange, Tex., around the canal to Whittier, Alaska. This is the record 
of our performance. 

In addition to that, in the various areas—-New York, New Orleans, 
San Francisco, and Seattle, we have spent approximately $499,000 
during this year for commercial tows. Those are the facts. They 
refute, in my opinion, the generalized statements of Mr. Crowley 
wherein we are competing with commercial towing concerns and 
private industry. I think that these facts should indicate to this 
committee that the opposite is true; that we are spending considerable 
appropriated funds on the commercial towing industry. We are not 
competing with private industry and we cannot tow any commercial 
cargoes. We cannot doit. We have four tugboats. T hey are located 
in areas where there are no commercial towing facilities. For instance, 
in the Aleutian chain. 

There is a second point where he specifically made certain comments 
about a tow from the Alaskan area down to San Francisco involving 
two ATA’s. This was a legitimate piece of business. It is authorized 
by the shipper services in conformity with our regulations. It is 
military cargo. We had a Navy tug available. If we did not use it, 
it would still be costing money to keep it in operation. If we used 
a commercial tugboat in this particular case it would be an unnecessary 
additional expenditure of the taxpayers’ money. We have to have 
this Navy tug anyway. I do not think the witness as I read his 
testimony hastily, has substantiated anything that would support the 
allegation that we are competing with private enterprise and that we 
are ‘doing an inefficient and uneconomical job. 

Our tugboats are manned by civilians, not military men. We 
have the same manning scales that are in the merchant marine. We 
have exactly the same pay benefits and overtime, just like they do in 
Mr. Crowley’s outfit. I do not think he has given any evidence to 
support his testimony that they are inefficient, or that the operation is 
uneconomical. Those are the two poiats that I wanted to make. 

Mrs. HarpeNn. Does anyone care to make a statement? 

General Yount. There are two aspects from the Army’s standpoint 
that have great importance in the operation of harbor craft. The 
first has to do with fire protection of Government installations and the 
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second has to do with training. We have always had the entire sub- 
ject of the use of harbor craft under repeated study through the media 
of monthly reports depicting the utilization of craft. We have tried 
to keep them down to the very minimum number to meet basically the 
two requirements of fire protection and training. 

The tugs have additional monitors on them for fire protection to 
our installations. The time for the municipal fire department to 
reach Army installations varies as much as from 12 to 30 minutes, 
and of course with a fire in a port facility immediacy of the treatment, 
as it were, is the important thing in avoiding a major disaster, and 
so the utilization of the craft in the port area, assigned in the port 
area, is a vital thing, in our opinion, from the standpoint of the pro- 
tection of property. 

On the training side it is vital that our people receive training in 
the use of harbor craft in connection with overseas operations. 

Now, the training that is taking place is not that of crewmen 
because in metropolitan areas our crewmen are civilians. They are 
properly licensed people in every case. Our military training for a 
crewman is done at Fort Eustis. It is the overall management type 
of training that is a matter of great concern to us, so that the officers 
who will be sent overseas to operate overseas ports are properly 
grounded in the use of harbor craft, particularly as to the technique 
of it, how to supply it, maintain it and all the other aspects. 

To give you an indication of this, there are currently a total of 
approximately 300 harbor craft in the 5 ports presently operating 
within the United States. In the Far East, to a large extent in Korea, 
over 600 at the moment. The ability to man those, to prope rly 
manage them, to manage them efficiently and get the best results in 
the Far East is a matter of very grave concern to us. I can assure 
you of that. 

Mrs. Harpen. Have you anything further to say? 

General Yount. No. 

Commander Hercx. I would like to make several observations and 
very briefly outline the Navy’s position. 

Our particular interest here is the fact that your testimony in- 
cludes that of Mr. Crowley from the San Francisco Bay area, a pri- 
vate operator of tugs and tows. As General Yount indicated a few 
moments ago, there was exhaustive testimony on this subject. I be- 
lieve that testimony proves that the area of complaint is centralized 
in San Francisco. There were no serious complaints of any kind 
from any other ports. 

I would like to point these things out. There have been allegations 
made that the military is giving the private operators in that area less 
business than they did before the war. That is not true. Prior to 
the war we had one installation of consequence in the San Francisco 
Bay area, and that was the Mare Island Navy Shipyard. During the 
war many other installations developed. There was a naval supply 
center at Oakland. There was the San Francisco Naval Shipyard. 
There was the naval ammunition depot at Port Chicago. There was 
the naval supply center annex at Stockton. There were others. [ 
think the record will substantiate the fact that we actually are giving 
the private operators more business than we did before the war, and 
I would like to point out also that if there is any decline in the busi- 
ness of the private operators in that area it can properly be attributed 
to the construction of the bay bridges and the general decline in barge 
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traffic, since a great deal of former barge traffic is now moving over 
the roads by truck. 

It should be of interest to note that the Mare Island Naval Ship- 
vard is the biggest industrial plant in the San Francisco Bay area. 
The naval shipyard in San Francisco is the biggest industrial plant 
in San Francisco, and the naval supply center in Oakland is the 
biggest industrial plant in Oakland. These installations all have 
missions to support the national defense. They indulge in storage, 
supply, repair, construction and shipping operations. The Navy 
considers tugs, barges, and floating derricks and cranes to be essential 
tools of those installations. This equipment is just as essential to 
the mission and operation of our installations as the warehouses, the 
materials-handling equipment, and shoreside cranes that we have. 

Our operations are multifold. Our tugs, for example, are used for 
ship assists. They also tow. They are readily available for local 
disaster, fire fighting and security patrol. They were used for the 
movement of contaminated ships in the atomic experiment. They 
are used to train our personnel. We have to train personnel because 
they form the hard nucleus of our tug operations in overseas areas in 
time of war. 

Consequently there would be little to gain by trying to reduce our 
tug, barge, and floating-crane inventories because we have to main- 
tain them anyway. We utilize them in the best possible way. We 
think we do so economically. 

Now, Mr. Crowley in past testimony has made certain allegations. 
Many are unsubstantiated. Many are based on half-truths. In his 
testimony to you, in particular, he mentioned the Navy building fuel- 
storage tanks at Moffett Field and indicated certain correspondence 
he had with the Navy relative to the use of the Terminal Oil Co. at 
Alviso. I believe that his argument was based on the fact that the 
Navy was moving its petroleum products into Moffett Field by tank 
trucks. He suggested that instead of the entire delivery by tank 
trucks that the fuel be barged from the refineries to the Alviso Co. 
and trucked over to Moffett Field from there. 

I believe that Mr. Crowley overlooked the mission and the scope 
of Moffett Field. That field is to be a master jet installation. Its 
fuel consumption, when in full operation for 4 carrier air groups, will 
run about 160,000 barrels a month. 

We have constructed about 60,000 barrels of fuel capacity. We 
are building a pipeline and a pier for barge operations. 

Mr. Crowley has indicated that such construction is an extremely 
extravagant waste of Government money. Moffett Airfield is a 
continuing base. We intend to train ‘eur air groups there. The 
fuel consumption, as I have indicated, is high. What I have said 
should indicate that it would be very une sEiabeabinal and very unde- 
pendable to try to handle that amount of fuel by tank truck. 

With the pier constructed, private operators would get the barge 
business from the refineries to the fuel pier under existing CND policy. 

That is all I have to say at the moment. 

Mrs. Harpen. Are there any questions? 

Mr. Warp. I want to add that we asked Colonel Hardin to get 
some information with respect to the extent of the salvage operations. 


lt will be supplied for the record. , 
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Commander Heck. That request was made to me very late yester- 
day and I could not get the information to bring it up here. We wil] 
have it, I hope, tomorrow, but I would like after the meeting to get 
the proper wording of the question. 

(The information follows: ) 

DEPARTMENT OF THE Navy, BuREAU OF SHIPs, 
Washington 25, D. C., August 4, 1953. 
Hon. Ceci, M. Harpey, 
Chairman, Intergovernmental Relations Subcommittee, 


Government Operations Committee, 
House of Representatives, Washington, D. C. 


My Dear Mrs. Harpen: In a telephone conversation of July 31, 1953, with 
Mr. C. F. Elliott of my staff, Mr. Rey Ward, counsel for the subcommittee, asked 
for information concerning the Navy's receipts during the past 3 yeers for salv: age 
operations under the act of May 4, 1948 (Public Law 513, 80th Cong.). He 
also asked if these funds are deposited as miscellaneous receipts in the Treasury. 

In fiscal year 1951, the receipts from salvage operations totaled $91,728; in 
1952, $21,099; end in 1958, $59,918. It should be noted that for the most part 
these salvage operations took place in Japanese, Alaskan, Cuban, Korean, end 
other foreign waters. 

These receipts are not deposited as miscellaneous receipts in the Treasury. 
Up to the present time, it has been the practice to eredit these moneys to the 
Navy’s appropriation for the fiscal year concerned. At the expiration of the 
appropriation’s 3 years of availability, the funas are credited to the certified 
claims account of the Treasury. Thus, the sum of $91,728 was credited to the 
above-mentioned account on July 1, 1953. It is expected that the receipts from 
fiscal years 1952 and 1953 will also be credited to the certified claims account in 
the next 2 years. 

I trust that this information satisfactorily answers your inquiry. However, 
should you desire additional details, do not hesitate to call upon me again. 


Sincerely yours, 
W. D. Leaaerrt, Jr., 
Rear Admiral, United States Navy, Acting Chief of Bureau. 

Mrs. Harpen. General Yount, to make the record complete, will 
you submit, please, answers to all the questions that were raised by 
Mr. Crowley? 

General Yount. Yes, I can. If you wish, I would be glad to answer 
them now. ‘They will be in reply to specific allegations that he made. 
I know of no set of questions. Was there a specific set of questions? 

Mrs. Harpven. I believe that there was a list of about 13 points 
that he made in his testimony. If you had not bad an opportunity 
to study them, supply the answers for the record. 

General Yount. Statement: “The Army has laid out a policy to 
maintain harbor craft adequate to perform all normal peacetime opera- 
tions which in effect states that commercial enterprises will not be 
used at all except in extreme emergency such as war.”’ 

Comment: This statement is neither the Army policy in full nor 
is it accurate in part. In essence, the policy is that the Army will 
maintain at ports of embarkation, Army owned and operated harbor 
craft adequate for training, fire protection, and for normal peacetime 
operations. Additional requirements will be met with current operat- 
ing commercial facilities when in the best interests of the Government. 

Statement: “The Army operates tugs in the San Francisco Bay area 
docking ships at various docks and Government installations all 
around the bay area. They use two tugs to dock a Liberty ship over 
our protest when 1 tug is required under commercial practice. This 
results in twice the cost to the Government.” 

Comment: Army tugs are made available to MSTS when not re- 
quired to perform an Army mission to dock MSTS vessels and vessels 





COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 118] 


time and/or voyage chartered to MSTS. Commercial tugs are used 
to dock all commercial vessels at Army installations. The number 
of tugs to be employed at any docking is dependent entirely upon 
wind, weather, tide, pier utilization, and the physical location of the 
pier. Using two Army tugs to dock a MSTS vessel at SFPE does not 
mean twice the cost to the Government. 

Statement: “In the port of Seattle, the Army operates 7 large 
tugs and various small tugs with civil-service crews at a cost of 
$5,500 per day as of last summer. These tugs perform services at 
commercial as well as Government installations and do not follow 
the same policy as San Francisco.”’ 

Comment: There are a total of 4 large tugs and 3 small tugs assigned 
to SEPE. Two of these tugs, however, are used exclusively in the 
Columbia River in connection with activities of the Beaver Ammuni- 
tion Storage point and the Beaver Marine Storage activity. The 
policy relative to the use of Army tugs at Seattle is the a as in 
San Francisco. The cost per daily operation stated by Mr. Crowley 
is believed to be wholly inaccurate and obviously only a matter of 
conjecture inasmuch as Mr. Crowley does not have access to any Army 
cost figures. 

Notr.—The total cost first three-quarters of fiscal year 1953 of tugs in opera- 
tion at Seattle indicates an average cost of $1,928 per 24-hour day.) 

Statement: “On March 17, 1953, the Army tug L 7-57 negligently 
towed the Bare under the waves and sank, drowning three men.”’ 

Comment: The above statement regarding the sinking of the Bare 
is a statement of fact. This incident was investigated, first, by a 
Marine casualty investigating officer; secondly, by a board of officers 
appointed by the commanding general, San Francisco Port of Em- 
barkation, as prescribed in current Army regulations; and, thirdly, by 
Mr. Edmond J. Moran, president, Moran Towing & Transportation 
Co., New York, as an independent and unbiased investigator employed 
by the Chief of Transportation, Department of the Army. The find- 
ings of these investigations do not indicate conclusively what caused 
the disaster but record as possible contributory causes the following: 

(a) Inadequate preparation of the tow. 

(b) Absence of ample life-saving equipment aboard. 

) The speed of the tow. 

(d) Lack of communication between tow and tug. 

(e) Previous operations of the Bare in Monterey Harbor (where it 
underwent rigorous surf tests which may have caused nonapparent 
structural damage). 

(f) Possibility of engine failure. 

The findings further indicated responsibility for the loss of the Bare 
to be negligence in various degrees on the part of persons having re- 
sponsibility. This matter has been the subject of considerable con- 
gressional inquiry primarily on the part of the Honorable George P. 
Miller, House of Representatives (California). 

Statement: “After Bare was sunk, the Army requested the Navy to 
attempt the salvage of the vessel. After considerable effort the Navy 
gave up the job as impossible. The Army then advertised for bids for 
commercial salvors and the Bare was subsequently salvaged.” 

Comment: The statement above is substantially correct except that 
the Navy did not give up its salvage attempts of the Barc on the basis 
that the salvage was impossible. On the contrary, the Navy dis- 
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continued its salvage operations due to the fact that it did not have 
adequate salvage gear available. It was not necessarily a question of 
competency but rather one of inadequate gear. 

Statement: “Prior to World War II, commercial floating derrick 
barges in the San Francisco Bay area took care of all heavy ‘lift work 
for the Army. During World War II, the Army and Navy con- 
structed a number of floating derrick barges and after the cessation 
of hostilities proceeded to eliminate the use of commercial derrick 
barges by utilizing Government-owned equipment. At the outbreak 
of the Korean war, commercial derrick barges were again called in 
to take care of the emergency until such time as the Army was able 
to activate an additional number of derrick barges at great cost. 

Comment: To some extent the above statement is correct in that 
the Army operated no derrick barges prior to World War IT and they 
did build and operate derrick barges in San Francisco during World 
War II primarily because requirements for such barges were to a 
degree which was outside the capabilities of the commercial operators. 
After cessation of hostilities the Army reduced the number of floating 
cranes it had in operation at San Francisco to the point where there 
was only one crane in operation at the outbreak of the Korean emer- 
gency. ‘This crane was used primarily in connection with stored-fleet 
activities at the northern end of the San Francisco Bay. On July 10, 
1950, three floating cranes were activated for use at San Francisco to 
take care of the tremendous demand and the forecast for the foresee- 
able future. As of July 1, 1950, there were two floating cranes in 
operation at San Francisco engaged in cargo handling. Broad state- 
ments made by Mr. Crowley in his full testimony with respect to the 
great cost of activating cranes and the fact that the commercial 
cranes were able to “load cargo 3 to 4 times faster than the Govern- 
ment derricks” have no basis for foundation. 

Statement: “While recently in Whittier, Alaska, observing com- 
mercial towing operations, I was told there are five big 1,200-horse- 
power oceangoing tugs stationed by the Army at Whittier with civil- 
service crews, and all they do is dock ships at Whittier and occasionally 
make a trip down the fiord to dig for clams.” 

Comment: As of July 1 there were 5 large tugs and 3 small tugs 
assigned to the Alaskan Command. In addition, there were two small 
tugs ep route to that command for specific assignment to Whittier 
in connection with a barge operation from ship to shore necessitated 
by the reason of the burning out of pier facilities at that port. The 
five tugs referred to by Mr. Crowley are not necessarily stationed at 
Whittier. They are employed throughout the Alaskan theater includ- 
ing such points as Anchorage, Kodiak, and the Nome area as required 
in connection with normal-cargo activity in the theater and in con- 
nection with special classified projects conducted primarily during 
summer months. 

Mr. HitLetson. You say you have tugs located at Anchorage? 

General Yount. They do go up to Anchorage during the season 
when Anchorage is in operation and assist up there in barge work. 

Mr. Hitietson. Other than that, they are in Whittier? 

General Yount. They come back to Whittier and all their repair 
work is done during the winter season in order to make the entire 
fleet fully available during the summer months. 
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Statement: ‘“The Bay Cities Transportation Co. and its predecessor 
companies have been delivering fresh water by barge to vessels and 
islands on San Francisco Bay since 1863. In recent years, this water 
business has fallen off to nothing because the Army and Navy now 
maintain water barges. The Army uses a water barge to furnish water 
to the Department of Justice Penitentiary on Alcatraz Island. Due 
to this transportation, the Bay Cities Transportation Co. ceased 
operation as of June 1.” 

Comment: Statement by Mr. Crowley relative to the activity of 
the Bay Cities Transportation Co. and its predecessor companies from 
1863 to June 1 of this year may be correct as stated but does not 
necessarily mean that the company furnished water to the Army 
installations on Angel Island and Alcatraz Island nor to Alcatraz 
Island subsequent to October 13, 1933, when the Army prison was 
turned over to the Department of Justice. The Department of the 
Army purchased a self-propelled water barge in 1910 for the expressed 
purpose of furnishing water to its island installations in the San 
Francisco Bay. The second barge was purchased in 1920 for the same 
purpose. Both vessels continued operation over the years until after 
World War II supplying all the needs for water at Army installations. 
The Army furnished water and supplies to Alcatraz while it was an 
Army prison and merely continued the operation when the transfer 
to Department of Justice was effected, which was done by act of 
Congress January 14, 1939. At no time since Alcatraz was an Army 
prison have water and supplies been furnished by commercial means. 
Due to the deactivation of Army installations on Angel Island after 
World War II, there was no longer any need for the Army to haul water 
to that installation. 

Statement: ‘In conclusion, I want to impress on you the Armed 
Forces today are spending over a hundred million dollars building 
another large fleet of tugs, barges, and derrick barges. Most of this 
equipment is impracticable, terribly expensive, and duplicates the 
large fleets of harbor equipment the Armed Forces are now operating 
competing with private enterprise in domestic ports of the United 
States.” 

Comment: As a result of the Korean conflict and in consonance with 
approved mobilization plans and war plans, all of which are necessarily 
classified, the Congress of the United States appropriated nearly 
$300 million in fiscal year 1951, 1952, and 1953 to permit the Depart- 
ment of the Army to construct and place in mobilization reserve 
numerous items of floating equipment, including tugs, cargo barges, 
and heavy-lift cranes. T his construction program has been explained 
insofar as possible to Mr. Crowley on numerous occasions through the 
media of congressional inquiry, both in the House of Representatives 
and in the Senate of the United States. It must be pointed out 
that this equipment was neither designed for nor intended to be used 
in continental United States ports in competition with private enter- 
prise or in carrying out normal Department of the Army functions. 
A portion of the equipment is earmarked for current use in overseas 
theaters including Korea and the balance of it is earmarked for mobili- 
zation reserve. With respect to the statement that most of this 
equipment is impractical it is interesting to note that much of it is of 
the same design as equipment constructed during World War II, a 
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large amount of which is presently being operated by commercial] 
operators in the United States and foreign countries, having been 
obtained by them as war surplus after cessation of hostilities. 

I believe that that covers the comments of Mr. Crowley 

Mrs. Harpen. Are there any further questions? 

General Yount. I believe that the Navy has some additional 
comments in connection with that testimony. 

Commander Davis. I am Comdr. N. Burt Davis, Jr., from the 
Office of Chief of Naval Operations, and in augmentation of General 
Yount’s statements, the specific statement under No. 2, the Army- 
Navy tugs operating in the San Francisco Bay area, Department of 
the Navy now has not 55, as was originally testified by Mr. Crowley 
2 years ago, but 37 tugs. These tugs are located as follows: 10 at 
San Francisco Naval Shipyard, 11 at Mare Island Naval Shipyard, 1 
Port Chicago on special duty handling ammunition, and 1 at Tiberon, 

Under the statement made, subheading 3, that the Navy also 
operates a fleet of tugs in the port of Seattle and commercial tugs get 
little work there, the statement holds true again that the majority 
of the naval tugs are located in the Bremerton area and not in the 
Seattle area. I have the facts and figures if the committee desires them. 

I wish to confirm the general’s statement relative to statements 
5 and 6, pertaining to the Army tug or BARC, as it is referred to. The 
Navy did not give up the job as being incompetent due to the fact 
that material was not available and it fell within the provisions of 
Public Law 513 of the 80th Congress. 

Under statement 7, that prior to World War II, commercial floating 
barges at San Francisco Bay took care of all the heavy lift work. I 
would like to point out that that may be true. 

As for our cranes in that area, we have them all in strictly military 
establishments. We do not handle commercial lifts or loads. 

On allegation No. 9, port of San Diego, Calif., that— 
there are 6 Navy owned and operated barges or garbage-removal vessels with a 
crew of 16 enlisted men on each one of them engaged in collecting garbage from the 
ships of the fleet that lie in anchorage around the harbor and that this service 
should be performed by commercial enterprise because it would be more econom- 


ical and efficient. I do not think it was the intent of Congress to draft men into 
the Armed Forces to become garbagemen. 


The Navy does have six garbage-removal craft in San Diego Harbor. 
There are 6, not 16, enlisted personnel allocated to the commandant 
of that district per craft to act as crews. Those people on those craft 
and other self-propelled Navy service craft are allocated to act as 
crews. They are allocated to a pool which the commandant uses. 
The reason for six specifically is in order to provide pipeline require- 
ments in addition to the normal operation of the craft. Pipeline 
requirements include mandatory leaves, schooling, absenteeism for 
numerous causes and additional shoreside responsibilities i in the opera- 
tion of the port director’s office, such as maintenance and upkeep when 
the craft is not under way. 

The Department of the Navy does not have information on allega- 
tion No. 12. I believe allegation No. 11 was covered by Commander 
Heck and Captain Mullaney covered the statement under allegation 
No. 8. 

I stand ready to answer any questions pertaining to the operation, 
assignment, maintenance, and repair of Navy vessels of the fleet. 
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Mrs. Harpen. You may include your entire statement for the 
record, if you so desire, and the figures that you spoke of. 

Commander Davis. I have no prepared statement. I am just 
reading from Mr. Crowley’s statement and commenting thereon. 

Commander Heck. There are several points that I did not pre- 
viously cover. 

The Naval Supply Center in Oakland now conducts a freight barge service 
between Naval Supply Center, Mare Island Navy Yard, and Stockton Annex 
} times a week, with a large oceangoing AT A-type tug with a civil service crew 
towing 5 barges at tremendous cost to the Government and in a thoroughly 
uneconomical and inefficient manner. This service has practically put the com- 

on carrier Pioneer Line out of business to Mare Island, the common carrier 
Nichols Transportation Co., and River Line to Stockton. 


We do operate our barges and our tugs between Navai Supply 
Center, Oakland, Mare Island, and Stockton. For some time now we 
have been operating three trips per week. Through most of 1952 there 
were 2 trips made by our equipment and 1 trip per week using our 
barges which were towed alternately by Nichols Transportation Co. 
and River Line. 

I would like to go back to the basic Navy policy which says that we 
will operate the type of equipment that we are discussing in sufficient 
quantities to meet our normal workload. That is what we are doing 
on that particular Oakland to Stockton run. 

The records will bear out that we have given Nichols Transporta- 
tion Co. and Rivers Line substantial dollar business. 

In early 1952 we investigated the operating rights of the various 
private operators in that area. It developed that neither Mr. Crow- 
ley’s company, Nichols Transportation Co. nor Rivers Line had 
interstate operating rights to tow. Much of our cargo is interstate 
even though it moves intrastate. 

These companies that I mentioned eventually got temporary operat- 
ing rights to tow from the Interstate Commerce Commission. 

However, Mr. Crowley’s Bay Cities Transportation Co. cannot 
operate between Oakland and Stockton because its temporary towing 
authority is restricted to the San Francisco, San Pablo, and San 
Joaquin Bay areas, excluding Stockton. On the other hand, this 
company does get a share of Navy business since it handles Navy 
traffic as a common carrier between Navy and commercial facilities or 
between commercial facilities in the aforementioned bay areas. 

I think you will find we have given the private operators good 
business. 

I would like to add this to my statement regarding the Oil Terminal 
Co. at Alviso. We did, after Mr. Crowley’s statement some time ago, 
look over the Oil Terminals Co. at Alviso. If we accepted the type 
of operation Mr. Crowley recommended which would, in his opinion, 
save money for the Government, we would be handling aviation gas 
and jet fuel three times with resulting loss in fuel by the extra handling 
and evaporation that goes along with it. 

Another disadvantage to the Oil Terminals Co.’s installation was 
that the fuel barges coming into that installation have to come in at 
high tide. At low tide they settle to the bottom. 

Further, from information that I have, the Oil Terminals Co.’s tank- 
age is listed at 2 tanks of 7,900 barrels each and 4 tanks of 5,000 barrels 
each. Presumably, the Oil Terminals Co. would also like to do busi- 
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ness with others. Such action would reduce the storage available to 
the Navy. You will note that the entire capacity of the Oil Terminals 
Co. is less than the tankage now built at Moffett Field to meet operat- 
ing requirements of our carrier air groups. 

Mrs. Harpen. Any further questions? 

Captain Munuaney. Just to complete this story, Madam Chair- 
man, | now recollect that the witness, Mr. Crowley, alleged some 
inefficiencies as to the number of days which the AT A 242 took on 
its tow from Alaska to California. What was lacking in the testi- 
mony before this committee was the fact that there were storms and 
that the ATA 242 spent 10 days in San Francisco. He did not inform 
the committee that there was a reason for spending 10 days in San 
Francisco. It was repairing storm damage. 

I would also like to submit to the committee the fact that in the 
area between the United States and Alaska it is a very stormy area. 
It has been my experience at sea that storms would affect civilian 
tugboats in probably exactly the way that they affect naval tugboats. 

To my mind, the testimony was lacking in important information 
by this witness. 

Now, also, somebody has to think of the taxpayer. If the military 
is found wasting funds we hear from Members of Congress quite 
vigorously. The ATA 242 was in commission up in Alaska. There 
was no operation scheduled for it. At the estimated round trip of 
23 days, if it stayed in port, we would have to pay $14,720 anyway, 
to operate that tug for 23 days. If it made the trip, because of addi- 
tional fuel, it would have meant a cost of $16,925. Therefore, by 
using an MSTS tugboat which was available the only additional cost 
to the Government would be $2,205. 

Now, I want to emphasize that that $2,205 was the only expense 
to the Government for this tow. If we had not used this tug which 
was available and we spent additional sums of appropriated money 
appropriated by the Congress we would probably have to spend 10 
to 12 to 15 times $2,205 with no justification. 

In closing I would like the committee to know that it is the policy 
of the Chief of Naval Operations to use commercial towing services 
whenever, first, there is no Navy tug available, or whenever any 
commercial terminal is involved, a pier or a dock, any place in the 
world. 

I would also like to emphasize the fact that we are spending many 
hundreds of thousands of dollars in supporting the health of these 
private commercial towing services; whatever it was, more than 
$800,000 for the last 12 months. 

Mrs. Harpen. Do you have any questions, Mr. Pilcher? 

Mr. Pitcuer. No. 

Mrs. Harpen. Mr. Ward? 

Mr. Warp. I would like to ask if the additional equipment that is 
being constructed will be subject to the re ntal policy of Public Law 
364, or any other legislation you might have? Do you know? 

General Younv. It most certainly ‘would be subject to the policy. 
The nonavailability of commercial equipment is covered by law. 

Mrs. Harpen. I had some questions, but they have been answered. 

The committee is very grateful to you gentlemen for coming over 
and giving us your very informative statements. We thank you. 

General Yount. Thank you, Madam Chairman. 
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Commander Hecx. Thank you 

Commander Davis. Thank you. 

Captain Mutuaney. Thank you. 

Mrs. Harpren. The committee will recess until 2 o’clock this 
afternoon, at which time we will hear witnesses concerning alcoholic 
beverages. 

(Thereupon, a recess was taken until 2 p. m. of the same day.) 


AFTERNOON SESSION 


(Thereupon, at 2:40 p. m., of the same day, the proceedings were 
resumed.) 

Mrs. Harpen. The meeting will come to order and we shall proceed 
with the hearings. 

Our next witness is Capt. W. G. Chapple, of the Bureau of Personnel 
of the Department of the Navy. 

Captain Chapple, will you and your aides please take the oath. 

Do you solemnly swear or aflirm that the testimony which you will 
give in this hearing will be the truth, the whole truth and nothing but 
the truth, so help you God? 

Captain Cuappue. I do. 

Mr. Ciayron. I do. 

Lieutenant Colonel Wiss. I do. 

Colonel Noworny. I do. 

Colonel Speckman. I do. 


TESTIMONY OF CAPT. W. G. CHAPPLE, BUREAU OF PERSONNEL, 
DEPARTMENT OF THE NAVY; ACCOMPANIED BY COL. P. J. 
SPECKMAN, HEAD OF SPECIAL SERVICES BRANCH OF PER- 
SONNEL DEPARTMENT, HEADQUARTERS, MARINE CORPS; COL. 
B. E. NOWOTNY, OFFICE OF DEPUTY CHIEF OF STAFF, PER- 
SONNEL DEPARTMENT OF AIR FORCE; LT. COL. W. D. WISE, JR., 
OFFICE OF ASSISTANT CHIEF OF STAFF, G-1, DEPARTMENT 
OF THE ARMY; AND D. M. CLAYTON, BUREAU OF PERSONNEL, 
DEPARTMENT OF THE NAVY 


Mrs. Harpen. Will you proceed with your statement? 

Captain Cuappie. Thank vou, Madam Chairman. 

My name is W. G. Chapple. I am a captain now and have held a 
commission in the United States Navy since 1930. At present my 
duty is as Assistant Chief for Morale Services, Bureau of Naval Per- 
sonnel, Department of the Navy. 

Today, Col. P. J. Speckman, United States Marine Corps, Col. B. E. 
Nowotny, United States Air Force, Lt. Col. W. D. Wise, Jr., United 
States Army, and Mr. Donald M. Clayton from the Navy Depart- 
ment, and I are here to present the Department of Defense answers 
to the allegations of the president of the National Retail Liquor Pack- 
age Stores Association, who appeared before this subcommittee on 
June 16, 1953. 

We appreciate this opportunity to appear before this distinguished 
committee to state the military position on the sale of alcoholic bever- 
ages by commissioned officers’ messes, noncommissioned and. chief 
petty officers’ messes. 
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The position of the Department of Defense is contained in the 
Department of Defense Directive 1330.2 dated January 19, 1953. 
which reads in part: 


The creation and maintenance of high morale is essential to the military effec- 
tiveness of the Armed Forces and to the efficiency of civilian employees. It js 
a primary responsibility of the Department of Defense to create and maintain 
that morale, and to provide, operate, and maintain the activities and facilities 
necessary for that purpose. 


The directive further provides that among the forms of recreation 
to be operated are clubs, game rooms, guest houses, libraries, messes 
(open), motion picutres, theaters, and so forth. A package liquor 
store is one of the normal functions of open mess activities. The 
American people in general have indicated their attitude toward the 
consumption of alcoholic beverages by repealing the 18th amendment, 
Conditions of military service necessitate certain restrictive legislation 
and regulations to govern the conduct of its members. However, we 
are opposed to restrictive legislation and regulations which discrimi- 
nate unnecessarily against members of the Armed Forces and result 
in the denial or curtailment of privileges enjoyed by other citizens. 

(Full text of Directive 1330.2 is as follows:) 

JANUARY 19, 1953. 


DEPARTMENT OF DEFENSE D1REcTIVE No. 1330.2 
Subject: Funding of Morale, Welfare, and Recreation Facilities. 
I. PURPOSE 


To provide for a Department of Defense policy regarding the funding of morale, 
welfare, and recreation facilities. 
II. POLICY 


It is the policy of the Department of Defense to promote and to provide a 
well-rounded morale, welfare, and recreational program to insure the mental and 
physical well-being of its personnel. Adequate free-time facilities should be 
provided, operated, and maintained through financial support tendered by the 
Federal Government. Nonappropriated funds will be used to supplement the 
cost of programs using these facilities. 


III. GUIDANCE 


A. Morale, welfare, and recreation facilities, for the purposes of this directive, 
are those for activities of the following types which are located within installations 
under the military command of the Army, Navy (including Marine Corps, and in 
time of war, the Coast Guard), or Air Force, or on property owned or controlled 
(by lease or other means) by a military department: 

Athletic—including badminton, baseball, basketball, bowling, boxing, 
football, foot racing, golf, gymnastics, handball, horseshoes, pushball, 
soccer, softball, squash, tennis, wrestling, etc. 

Recreation—including clubs, gamerooms, guesthouses, libraries, messes 
(open), motion pictures, theaters, etc. 

Resale activities—including exchanges, and their component activities or 
services. 

B. The creation and maintenance of high morale is essential to the military 
effectiveness of the Armed Forces and to the efficiency of civilian employees. It 
is a primary responsibility of the Department of Defense to create and maintain 
that morale, and to provide, operate, and maintain the activities and facilities 
necessary for that purpose. 

C. The use for morale, welfare, and recreation activities of existing facilities 
constructed with appropria‘ed funds, or those being or to be constructed with 
appropriated funds, is approved. The providing of maintenance, operation, and 
utilities from appropriated funds for morale, welfare, and recreation facilities 
constructed with nonappropriated funds, subject to other provisions contained 
in this directive, is approved. 
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D. Facilities to be so constructed or maintained will be limited to those essen- 
tial for the morale, welfare and recreation of the personnel of the military installa- 
tions or organizations dependent on them. 

Ek. The cost of such facilities to be financed from appropriated funds will be 
held to a minimum. Type and size will be the most economical and efficient 
obtainable consistent with adequacy for the intended use and known require- 
ments. Facilities will be occupied and used on a joint or multiple basis to the 
maximum practicable extent. 

F. Morale, welfare and recreation activities selling goods or services (including 
exchanges, clubs, officers’ messes (open), etc.) except those required by statute 
to sell at cost price, will be self sustaining with respect to expenses for civilian 
employees; purchase of operating equipment, stock, supplies, and heat, water, 
electricity and other utilities; and maintenance of the interior of the space occu- 
pied and of equipment; provided, however, that utilities may be furnished these 
activities outside the continental United States without charge when deemed to 
the best interest of the Government; provided further, that galley and messing 
equipment and heat, water, electricity and other utilities, will be furnished from 
appropriated funds for morale, welfare and recreation activities required by 
statute to sell at cost price, for enlisted clubs and messes, and for officers’ messes 
required for essential messing because of lack of other appropriate messing 
facilities, and that Government equipment, when available, may be utilized in 
other morale, welfare and recreation activities if all operating and maintenance 
costs of such equipment are paid by the using activity. Prices in such activities 
will be the minimum consistent with the above requirements and the require- 
ments for support of other morale, welfare and recreation activities dependent 
upon them as designated by the military department or competent authority. 

G. Assistance from agencies, groups or individuals, outside the military de- 
paitments, in the establishment of operation of morale, welfare and recreation 
activities should be accepted, subject to retention of adequate control of policy 
by the Department of Defense, subject to such restrictions as may be prescribed 
for each by the military departments, and subject to applicable statutory restric- 
tions, 

H. Morale, welfare and recreation activities of suitable types may be operated 
by commercial enterprises, as concessions or otherwise, in accordance with policies 
and procedures prescribed by each military department, when practicable and 
consistent with the requirements for morale. 

I. Privately owned facilities may be erected or installed on Government 
property only upon authorization by the Secretary of the cognizant military 
department and under conditions or restrictions which will prevent any future 
conflict with military requirements and eliminate any future obligation against 
funds of the military departments. 


IV. REPORTING 


It is requested that copies of all regulations published in npemnenins this 


policy be forwarded to the Assistant Secretary of Defense 
personnel). 

V. Detailed implementation of this directive shall be considered in connection 
with requests for legislative authorizations and funding. 


Wituram C. Foster, 
Deputy Secretary of Defense. 

Captain Cuapp.ie. In refutation of Mr. Josephs’ allegations, I 
should like to submit the following statements, with supporting proof: 

Allegation No. 1: That the armed services, by selling package 
alcoholic beverages, operate unwarranted and illegal activities in 
competition with private enterprises. 

Answer: The sale of alcoholic beverages is neither unwarranted nor 
illegal. Dispensing of alcoholic beverages is a long-accepted practice 
of promoting the general welfare of military personnel. The sale of 
alcoholic beverages has never been illegal in the Naval Establishment 
and, in fact, was authorized for the Department of Defense by sec- 
tion 6, Public Law 51, 82d Congress, approved June 19, 1951. 

Allegation No. 2: That service outlets represent unfair competition 
and that legitimate commerce is being diverted from normal trade 
channels. 


manpower and 
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Answer: Service outlets do not represent unfair competition in that 
the sale of packaged alcoholic beverages is limited to military personne] 
only, and is an authorized activity of a Government instrumentality, 
All liquor sold is obtained from legitimate dealers or distillers. 

Allegation No. 3: That package stores and/or service personnel are 
aided and abetted by certain distillers in direct contravention of the 
laws of the United States. 

Answer: There is absolutely no evidence of any conspiracy or col- 
lusion between the distillers and authorized service outlets, nor is the 
practice of making direct purchases from distillers in contravention of 
the laws of the United States. 

Allegation No. 4: The Federal Government is being deprived of tax 
revenue. 

Answer: Military messes do pay all applicable Federal taxes, in- 
cluding the alcoholic liquors tax, malt liquors tax, Federal excise 
taxes, occupational taxes on retail dealers in liquors or in malt liquors. 
Federal income taxes, withholding and social-security taxes, as applic- 
able to employees’ salaries, are deducted and paid from mess funds. 

Allegation No. 5: Government personnel are being misused and are 
performing functions other than those for which they are paid. 

Answer: Departmental regulations contain a specific prohibition 
against the assigning of any ‘enlisted personnel to duty involving the 
selling or serving of alcoholic beverages in officers’ messes. They may 
be employed for this purpose during their bona fide off-duty hours on 
a voluntary basis, and with salaries paid from mess funds. However, 
practically all employees of open messes are full-time civilian em- 
ployees compensated from mess funds. Civil-service employees are 
not permitted to have duties involving the selling or serving of alco- 
holic beverages. No commissioned officers are authorized for duty in 
connection with open messes, except one per mess, designated as mess 
treasurer or mess secretary, whose duties consist of the overall super- 
vision of properties and funds involved. 

Allegation No. 6: That orderly control of the distribution of alco- 
holic beverages is being destroyed. 

Answer: Controls on the distribution of aleoholic beverages by the 
military services are in consonance with Federal, State, and local laws 
and, in many instances, are much more stringent than those in com- 
munities surrounding the military installation. Commanding officers 
must issue necessary detailed control instructions which are in con- 
formity with applicable local, State, or Territorial laws or regulations, 
including the prohibition of sales to minors, as provided by these laws 
or regulations. 

Alleg: ition No. 7: Congress, by the act of February 2, 1901, title 10, 
United States Code, 1350, prohibited the sale of beer, wine, or any 
intoxicating liquors by any person in any post exchange or canteen or 
Army transport, and that Congress thus indicated its intent to pro- 
hibit such activities by all the services, and that the above law is 
still on the books and has never been repealed. 

Answer: This law has been superseded by section 6 of the Universal 
Military Training and Service Act (Public Law 51, 82d Cong., ap- 
proved June 19, 1951), in compliance with whic h Department of 
Defense Directive 1330.1, dated February 15, 1952, was issued, which 
provides the policy for alcoholic beverages control for the Defense 
Department. 
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Allegation No. 8: Clubs, service locker officers, and service boot- 
leggers, by conspiring with distillers, sell at prices lower than at which 
retailers can buy. 

Answer: The military, in line with businesslike procurement policy, 
pure ‘hase from those suppliers who offer the most advantageous terms. 
The practice of purchasing from prime sources is common among such 
widespread organizations as the railroads, steamship lines, and air 
lines. A comparison of the selling prices of bottled goods between 
local messes and certain large retail dealers in the Washington, D. C., 
area as it is today shows prices substantially the same, the clear indi- 
cation being that there is no substantial purchase-price differential. 
For instance, the average per bottle sale price for 12 brands, as sold 
in 3 naval messes in the Washington area, is $3.90. The average per 
bottle sale price for these same 12 brands, as sold in 3 commercial 
stores in the Washington area, is $3.97. 

Allegation No. 9: A good deal of service-sold liquor finds its way into 
civilian hands. 

Answer: There are adequate control regulations designed to prevent 
bottled goods from finding their way into the hands of civilians. Con- 
cerning “sales of packaged goods, naval regulations, for example, 
require: 

(a) Identification of the purchaser as a person authorized to pur- 
chase alcoholic beverages and the signing of a statement by the pur- 
chaser that alcoholic beverages purchased will not be resold or ex- 
changed and will not be transported off the property over which the 
Navy has jurisdiction except in accordance with the laws of the dis- 
trict, State, or Territory into which such alcoholic beverages are 
removed and then only when permitted by the cognizant authority. 

(b) The use of sales slips for each sale signed by the purchaser. 

(ec) That each bottle of distilled spirits, wine, cordial, or liqueur 
received by a mess or club, wherever located, be identified by a decal- 
comania, which is recorded on each sales slip. (In the past this 
method of positive identification has been proven practical in tracing 
sources of bottles transferred, so that disciplinary action might be 
taken. ‘Together with the sales slips, it effectively serves to prevent 
illegal diversions.) 

(d) The sale of bottled goods be restricted to authorized patrons, 
consisting of military personnel on active duty or retired. Packaged 
alcoholic beverages are not permited to be sold to civilians and 
minors. 

Allegation No. 10: The military, on many occasions, has flown in 
liquor to avoid payment of Federal excise taxes on domestic whisky. 

Answer: The statement that the military have taken advantage of 
official flights in Government aircraft to fly in liquor to avoid payment 
of Federal excise taxes is not founded in fact. Aireraft departing from 
a foreign station, the source of tax-free alcoholic beverages are required 
to terminate at aerial ports of entry, where customs officials perform 
required customs inspections. The military departments are required 
to give complete cooperation to customs officials. We believe the 
case mentioned in the previous testimony referred to an officer who 
tried to import a quantity of liquor, not for resale but for his own use. 
He was forced to pay all duties and fines and was disciplined by the 
military authorities. 
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Allegation No. 11: That service locker officers and service bootleg- 
gers frequently have the sole job of handling the liquor business, and 
use Government facilities, vehicles, and personnel to carry out this 
Ulegal business. 

Answer: Anyone of the military on a Federal reservation who en- 
gages in bootlegging or improper or illegal handling of alcoholic 
beverages is subject to severe disciplinary action under the Uniform 
Code of Military Justice. Furthermore, the use of Government 
vehicle is strictly eee, 

Allegation No. 12: That the military flagrantly violates Territorial 
and F ederal laws in the Territory of Hawaii. 

Answer: This matter came up in 1949 and was settled to the satis- 
faction of the Territorial authorities, and at no time was there a 
known violation of the Federal law. 

Allegation No. 13: No law permits the Navy to engage in the liquor 
business. 

Answer: The Navy is authorized to engage in the sale of package 
liquor by United States Navy Regulations, 1948, issued in accordance 
with the provisions of section 1547 of the Revised Statutes of the 
United States, and approved by the President of the United States. 

Allegation No. 14: The Air Force is bound by the law of 1901. 

Answer: We refer to Public Law 51, 82d Congress, approved June 
19, 1951, which authorized the Secretary of Defense to make such 
regulations as he may deem appropriate, governing the sale, consump- 
tion, possession of, or traffic in, beer, wine, or any other intoxicating 
liquors to or by members of the Armed Forces. ‘This authority is 
contained in Department of Defense Directive 1330.1, “— February 
15, 1952, as referred to previously under allegation No. 7 

Allegation No. 15: The only basic law applicable to all services is 
the law of 1901. 

Answer: This allegation has already been answered by referral to 
Department of Defense Directive 1330.1. 

Allegation No. 16: The military do not permit supervision by State 
authorities‘and are violating those State laws enacted to regulate the 
sale of alcoholic beverages. 

Answer: Military activities have no legal obligation to submit to 
supervision by State authorities on Federal reservations which are 
ceded lands where States have relinquished legal powers and taxing 
rights—although as a matter of public relations the military generally 
conforms to local laws and customs. As previously stated, our military 
regulations, in general, are more stringent than those under which 
retail dealers operate. 

Allegation No. 17: Clubs and messes are not instrumentalities of 
the Government. 

Answer: In the case of United States v. Query (37 Fed. Supp. 972), 
where the question involved was the right of a State to require a post 
exchange to comply with State retail licensing provisions, it was held 
that post exchanges are integral parts of the War Department and 
as such are entitled to the same immunity under the Constitution as 
is accorded the War Department. It was stipulated in that case that 
the holding of the court applied equally to ship’s service stores and 
commissioned officers’ messes. Moreover, the Comptroller General 
of the United States, in 26 Comptroller General 122, rules that 
messes and clubs are instrumentalities of the Government. 
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Allegation No. 18: No regulations mee been issued as the result 
of Mr. Lovett’s directive of February 15, 1952. 

Answer: Regulations existing prior ae February 15, 1952, were, in 
most cases, adequate and satisfactory. Revisions are being issued as 
required, 

Allegation No. 19: Military sales in the District of Columbia area 
result in an estimated revenue loss to the District of $25,000 a month 
in excise taxes alone. 

Answer: According to sale records compiled by the military depart- 
ments, this estimate has been exaggerated approximateiy 10 times. 

We acknowledge the fact that members of the Armed Forces, like 
other citizens, will occasionally desire to partake of alcoholic beverages, 
and, therefore, we prefer to make these beverages available and con- 
trol their dispensation in officers’ and enlisted men’s messes. These 
messes provide an atmosphere where abstinence is encouraged, mod- 
eration enforced, and overindulgence punished. 

In conclusion, I should like to point out to the members of the 
subcommittee that the Department of Defense is well aware that the 
sale of alcoholic beverages at shore stations is a source of criticism 
from segments of the civilian population, including sincere prohibition- 
ists and commercial li iquor interests. The military have made sincere 
efforts to abide by the wishes of Congress in limiting the sales of 
liquor to military personnel and in their effort to minimize abuses 
which may occur and criticism which may result therefrom. 

Detailed regulations for control of the sale of alcoholic beverages 
have been promulgated and rigidly enforced. It is believed that these 
regulations are adequate and their enforcement is effective and that 
violations or transgressions are comparatively few and scattered. It 
is further believed that there will be no more violations of law through 
military channels, if as many, as there will be through normal civilian 
outlets. 

Mrs. Harpen. Do any of the other gentlemen have statements 
which they care to make at this time? 

Captain Cuappie. No, ma’am; we all collaborated on this one. 

Mrs. Harven. | see. Has your statement been approved by the 
Secretary’s Office? 

Captain Cuarpie. Not by the Secretary himself, but it has been 
shown to members of the Secretary’s Office; General Anderson knows 
of the statement, and he is in the Office of the Secretary of Defense. 

Mrs. Harpen. Did he approve it? 

Captain CHAppLe. Well, it is tantamount to approval. I mean if 
he had suggested that we not make it we certainly wouldn’t have made 
t, Mrs. Harden. 

Mrs. Harpen. Mr. Ward, do you have any questions? 

Mr. Warp. Yes, if I may ask a few, please, Madam Chairman. 

Do you have any real authority for saying that the act of 1901 has 
been superseded by the act of 1951, Captain? 

Lieutenant Colonel Wise. I will answer that. I think I speak for 
the entire Department, that our Judge Advocate General of the Army 
has advised that they are of the opinion that section 6 of the 1951 
amendments to the Universal Military Training and Service Act 
Public Law 51, 82d Congress, does by implication repeal the so-called 
Canteen Act or act of 1901. 

35810—54—pt. 3——15 
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Mr. Warp. Is there anything in the hearings on the 1951 act that 
bears upon the repeal of the 1901 act, that you know of? 

Lieutenant Colonel Wise. Not that I know of. 

Mr. Warp. Will you furnish us with a copy of the Judge Advocate’s 
opinion, please, for the record, dealing with this subject? 

Lieutenant Colonel Wise. I think I can get that, Mr. Ward. 

Mr. Warp. Yes. We would like to have it for the record, his 
opinion that that has been repealed. 

(The copy of the opinion of the Judge Advocate General above 
referred to, to be furnished, is as follows:) 


Assistant Curer or Starr, G-1, 
Tue Jupce ApVOCATE GENERAL, 
September 13, 1951. 


SaLe or INTOXICANTS ON PREMISES UsED FoR MILITARY PURPOSES 


1. Reference is made to the inclosed letter from Colonel Carlos E. McAfee, 
Acting Post Judge Advocate, Fort Bragg, North Carolina, dated 16 August 1951, 
in which he requested the opinion of this office as to the legality of the sale of 
intoxicants on premises of the Fort Bragg P.eservation leased on 19 April 1950 for 
construction of a ‘‘Wherry Housing Project’”’, and on premises known as Honeycutt 
Place, transferred to the Department of the Army by the Administrator of the 
Ilousing and Home Finance Agency by letter dated 14 May 1948. 

2. This office proposes to advise Colonel McAfee as follows: 

“It is the opinion of this office that section 38 of the act of 2 February 1901 (31 
Stat. 758, 10 U. 8. C. 1350), the so-called *‘Canteen Act’’, has been repealed by 
implication by section 6 of the 1951 Amendments to the Universal Military 
Training and Service Act (act of 19 Jun 1951; Pub. Law 51, 82d Cong.). There 
remains in effect, however, section 37, Army Pegulations 210-10, 12 January 1950, 
which contains substantially the same prohibitions as section 38 of the act of 
2 February 1901, above. Until the Secretary of Defense promulgates regulations 
under section 6 of the 1951 Amendments to the Universal Military Training and 
Service Act, supra, or until section 37 of the Army Regulations 210-10, supra, has 
otherwise been modified or rescinded, the sale of intoxicants on premises used 
for military purposes is forbidden by Army Pegulations having the force of law. 

“It is the further opinion of this office that both the premises in question are 
premises used for military purposes and that, in both, the sale of intoxicants 
would be in violation of the provisions of paragraph 37, Army Regulations 210-10, 
12 January 1950. In this connection, it should be observed that a holding that 
leases of portions of military reservations, executed to enable the construction 
and operation of housing projects within the purview of the act of 8 August 1949 
(63 Stat. 570, Pub. Law 211, 8ist Cong.), thereby removed the leased land from 
the category of premises used for military purposes would, in many instances, 
bring into operation reverter clauses in the basic instruments of conveyance 
under which the United States holds title from the several States. It should also 
be observed that, as to Honeycutt Place, this office in a second indorsement to the 
Commanding General, Third Army (CSJAGR 1949/1603, 8 Mar 1949), dated 8 
March 1949, expressed the view that Honeycutt Place was a military reservation 
and that the housing of military personnel and civilian employees thereon was a 
military use. It is not necessary for the operation of paragraph 37, Army Regu- 
lations 210-10, supra, that the United States have exclusive jurisdiction over the 
premises; it is sufficient that the premises be used for military purposes.”’ 

3. Your comments with reference to the proposed letter are requested. 

For the Judge Advocate General: 

Natuan J. Roperts, 
Colonel, JAGC, 
Chief, Military Affairs Division. 


SEPTEMBER 13, 1951. 
Memorandum for the Judge Advocate General. 
Subject: Sale of Intoxicants on Premises Used for Military Purposes. 
1. By letter dated 16 August 1951 Colonel Carlos E. McAfee, the Acting Post 
Judge Advocate, Fort Bragg, North Carolina, requested the opinion of this office 
regarding the legality of the sale of intoxicants by non-governmental agencies on 
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premises leased by the Department of the Army for the purposes of the act of 
§ August 1949 (63 Stat. 570; Pub. Law 211, 81st Cong.; “Wherry Act Housing’’) 
and on premises transferred to the Department of the Army by the Administrator 
of the Housing and Home Finance Agency, both premises now being used to house 
military personnel. 

2. The mentioned letter and its inclosures reveal that on 19 April 1950 the 
Secretary of the Army, acting through the Savannah District Engineer, executed 
leases (ENG Form 1791, 1 Oct 1949) covering property on the Fort Bragg Military 
Reservation for construction of what is common called a ‘‘Wherry Housing Pro}- 
ect’. All units of the project are now occupied by military personnel. A com- 
munity shopping center is now under construction by the lessee within the project. 
One of the stores has been subleased to a corporation which has taken out a license 
with the State of North Carolina Alcoholic Beverage Commission for the sale of 
beer and wine therein. The letter also reveals that other premises, known as 
Honeycutt Place, not on the Fort Bragg Military Reservation, were transferred to 
the Department of the Army by the Administrator of the Housing and Home 
Finance Agency by letter dated 14 May 1948. This property is now used to house 
military personnel, The Department of the Army has not taken formal steps to 
acquire jurisdiction over this property as provided in section 355 of the Revised 
Statutes, as amended (40 U.S. C. 255). Arequest has been made by an individual 
for a permit to sell beer and wine in Honeycutt Place. 

3. Section 38, act of 2 February 1901 (31 Stat. 758, 10 U. S. C. 1350) provides 
as follows: 

“Sec. 38. The sale of or dealing in, beer, wine or any intoxicating liquors by 
any person in any post exchange or canteen or army transport or upon any 
premises used for military purposes by the United States, is hereby prohibited. 
The Secretary of War [the Army] is hereby directed to carry the provisions of this 
section into full force and effect.”’ 

Paragraph 37, Army Regulations 210-10, 12 January 1950, Installations, Ad- 
ministration, reads as follows: 

“37. IN CONTINENTAL UNITED States.—Within the continental limits of the 
United States and the Territories of Alaska, Hawaii, and Puerto Rico, and on all 
Army transports, the sale of or dealing in intoxicating liquors (including beer, 
lager beer, ale, porter, wine, or similar fermented vinous liquor having an alcoholic 
content in excess of 3.2 percentum by weight), regardless of what the transaction 
is called or how it is effectuated, is prohibited if title to such intoxicating beverage 
passes or changes upon any premises used for military purposes by the United 
States.” 

Section 6 of the 1951 Amendments to the Universal Military Training and 
Service Act (act of 19 Jun 1951; Pub. Law 51, 82d Cong.) reads as follows: 

“Src. 6. The Secretary of Defense is authorized to make such regulations as 
he may deem to be appropriate governing the sale, consumption, possession of or 
traffic in beer, wine, or any other intoxicating liquors to or by members of the 
Armed Forces or the National Security Training Corps at or near any camp, 
station, post, or other place primarily occupied by members of the Armed Forces 
or the National Security Training Corps. Any person, corporation, partnership, 
or association who knowingly violates the regulations which may be made here- 
under shall, unless otherwise punishable under the Uniform Code of Military 
Justice, be deemed guilty of a misdemeanor and be punished by a fine of not more 
than $1,000 or imprisonment for not more than twelve months, or both.” 

4. The two principal questions of law concerned are, first, the effect of section 6 
of the 1951 Amendments to the Universal Military Training and Service Act, 
supra, on the legality of sales of intoxicants on premises used for military purposes, 
and, second, whether or not the mentioned premises are premises used for military 
purposes. 


A. THE EFFECT OF SECTION 6 OF THE 1951 AMENDMENTS TO THE UNIVERSAL MILITARY 
TRAINING AND SERVICE ACT 


In JAGA 1951/4846, 25 July 1951 (an unpublished draft memorandum), the 
view is expressed that section 6 of the 1951 Amendments to the Universal Military 
Training and Service Act, swpra, repealed by implication section 38 of the act of 
2 February, 1901, supra. That memorandum contains a comprehensive examina- 
tion of the question and the conclusion therein to the effect that the so-called 
Canteen Act (act of 2 Feb 1907, supra) was repealed by implication by section 6 
of the 1951 Amendments to the Universal Military Training and Service Act, 
supra, appears to be completely supported. If the language of the two acts are 
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given their plain meaning it is apparent that both cannot be affective at one time 
As the Secretary of Defense is authorized by the Congress to make the regulations 
he may deem appropriate governing the sale of intoxicants at any camp, station, 
post, or other place primarily occupied by members of the Armed Forces, then 
the Secretary of the Army cannot at the same time be directed by the Congress to 
enforce the prohibition of the sale of intoxicants upon premises used for military 
purposes which it is believed includes posts, camps, and stations. 

The legislative history of section 6 of the 1951 Amendments to the Universal 
Military Training and Service Act is described in detail in JAGA 1951/4846, 
supra, and shows a clear Congressional intent to place discretion in the Secretary 
of Defense rather than to continue or institute any categorical prohibition or to 
distinguish or to perpetuate a distinction between the Army, Navy, and Air 
Force 

The subject matter of the act makes it understandable why the repeal was left 
to implication and not made express. Any reluctance to find a repeal by implica- 
tion, as not favored in the law, is overcome by the application of the rules of 
incompatibility and of comprehensiveness of the repealing act as pointed out in 
JAGA 1951/4846, supra (p. 3), and by a consideration of the legislative history of 
the repealing act (id., pp. 13-14 

In JAGA 1951/4846, supra, the constitutionality of the repealing act is sustained 
(pp. 2-8). Also in that case (pp. 3-5, 15), the holding in SPJGC 1946/584 
19 April 1946 (Conf.) to the effect that the 1901 act was not repealed by implica- 
tion by section 12, act of 18 May 1917, is distinguished. 

Paragraph 37, Army Regulations 210-10, 12 January 1950, supra, contains sub- 
stantially the same prohibition as does section 38 of the act of 2 February 1901, 
supra. Its history, described in detail in JAGA 1950/2547, 25 May 1950, makes 
it evident that it is designed to implement section 38 of the act of 2 February 1901 
It does not, however, depend upon that act for its validity (JAG 012.2, 10 May 
1935). Its subject matter is within the regulatory power of the Secretary of the 
Army and the repeal of section 38 of the act of 2 February 1901 does not make 
these regulations ineffective. 

It is concluded, therefore, that section 38 of the act of 2 February 1901, supra, 
is repealed by implication by section 6 of the 1951 Amendments to the Universal! 
Military Training and Service Act, supra, but that the sale of intoxicants on prem- 
ises used for military purposes is governed by paragraph 37 of Army Regulations 
210-10, supra, until those regulations are modified or rescinded or until the Secre- 
tary of Defense promulgates regulations under section 6 of the 1951 Amendments 
to the Universal Military Training and Service Act. 


B. PREMISES USED FOR MILITARY PURPOSES 


In JAGR 1951/2866, 27 April 1951, the Lands Division expressed the view that 
leases for Wherry Act housing do not remove the leased land from use for military 
purposes and so do not make operative reverter clauses in deeds under which 
the United States holds title. 

In JAG 680.44, 8 November 1934, paragraphs 9 and 10 express the view that 
where land has been acquired for military purposes it becomes in its entirety 
‘‘premises used for military purposes’’ within the meaning of section 38 of the act 
of 2 February 1901. Only aspecial act of Congress can deprive it of this character. 
Accordingly, it was held there that the Thayer Hotel at West Point, and in JAG 
680.44, 27 September 1934, and JAGR 1947/6628a, 23 October 1947, that the 
Chamberlain Hotel at Fort Monroe were not premises used for military purposes 
when leased in accordance with provisions of special acts of Congress. 

Leases for Wherry Act housing, however, are not executed in pursuance of 
special acts of Congress but under the general authority of the act of 5 August 
1947 (61 Stat. 774; Pub. Law 364, 80th Cong.) authorizing leases by the Army 
and Navy Departments. 

In JAGC 1946/6174, 25 July 1946, the view is expressed that action taken by 
the Secretary of War in pursuance of generel acts of Congress will not remove 
land from the category of premises used for military purposes within the meaning 
of the act of 2 February 1901, supra. 

In CSJAGR 1949/1603, 8 March 1949, it was the opinion of this office that 
Honeycutt Place was a military reservation and thet its use for housing military 
personnel and civilian employees wes a military use. It wes pointed out that for 
the Depsrtment of the Armv to obtein these premises, as it did, it was necessary 
for the Secretary of the Army to certify that the premises would be permanent} 
useful to the Army, »s required by section 4 of the act of 21 January 1942 (56 Stat 
12, 42 U.S. C. 1524). 
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In SPJGR 1942/4923, 21 October 1942, the view was expressed that for the 
effectiveness of section 33 of the act of 2 February i901, supra, it was not neces- 
sary that the United States have exelusive jurisdiction over the premises. 

It is concluded, therefore, that both of the mentioned premises are premises 
used for military purposes, and consequently would be governed by the provisions 
of paragraph 37, Army Regulations 210-10, supra. 

1. Accordingly, it is recommended that the Assistant Chief of Staff, G—1, be 
advised by Disposition Form Comment No. 1, prepared for the signature of the 
Chief of Division, stating: 

“1. Reference is made to the inclosed letter from Colonel Carlos E. McAfee, 
Acting Post Judge Advocate, Fort Bragg, North Carolina, dated 16 August 1951, 
in which he requested the opinion of this office as to the legality of the sale of 
intoxicants on premises of the Fort Bragg Reservation leased on 19 April 1950 
for construction of a ‘Wherry Housing Project’, and on premises known as 
Honeycutt Place, transferred to the Department of the Army by the Adminis- 
trator of the Housing and Home Finance Agency by letter dated 14 May 1948.’’ 

2. This office proposes to advise Colonel McAfee as follows: 

“It is the opinion of this office that section 38 of the act of 2 February 1901 
31 Stat. 758, 10 U. S. C. 1350), the so-called ‘Canteen Act’ has been repealed by 
implication by section 6 of the 1951 Amendments to the Universal Military 
Training and Service Act (act of 19 Jun 1951; Pub. Law 51, 82d Cong.). There 
remains in effect, however, section 37, Army Regulations 210-10, 12 January 1950, 
which contains substantially the same prohibitions as section 38 of the act of 2 
February 1901, above. Until the Secretary of Defense promulgates regulations 
under section 6 of the 1951 Amendments to the Universal Military Training and 
Service Act, supra, or until section 37 of Army Regulations 210-10, supra, has 
otherwise been modified or rescinded, the sale of intoxicants on premises used for 
military purposes is forbidden by Army Regulations having the force of law. 

“Tt is the further opinion of this office that both the premises in question are 
premises used for military purposes and that, in both, the sale of intoxicants 
would be in violation of the provisions of paragraph 37, Army Regulations 210-10, 
12 January 1950. In this connection, it should be observed that a holding that 
leases of portions of military reservations, executed to enable the construction 
and operation of housing projects within the purview of the act of 8 August 1949 
(63 Stat. 570, Pub. Law 211, 81st Cong.), thereby removed the leased land from 
the category of premises used for military purposes would, in many instances, 
bring into operation reverter clauses in the basic instruments of conveyance 
under which the United States holds title from the several States. It should also 
be observed that, as to Honeycutt Place, this office in a second indorsement to 
the Commanding General, Third Army (CSJAGR 1949/1603, 8 Mar 1949), dated 
8 March 1949, expressed the view that Honeycutt Place was a military reservation 
and that the housing of military personnel and civilian employees thereon was a 
military use. It is not necessary for the operation of paragraph 37, Army 
Regulations 210-10, supra, that the United States have exclusive jurisdiction over 
the premises; it is sufficient that the premises be used for military purposes.” 

3. Your comments with reference to the proposed letter are requested. 

NATHAN J. ROBERTS, 
Colonel, J AGC, Chief, Military Affairs Division. 
Juty 25, 1951. 
Memorandum for Colonel Roberts. 
Subject: Repeal of Section 38, Act of 2 February 1901, Relative to Liquor Sales 
in Military Areas 

This in reply to your request for an opinion whether section 6 of the 1951 
Amendments to the Universal Military Training and Service Act (act 19 June 
1951; Pub. Law 51, 82d Cong., hereinafter referred to as ‘“‘the 1951 act’’) repeals 
by implication section 38 of the act of 2 February 1901 (31 Stat. 758; 10 U.S. C. 
1350; hereinafter referred to as ‘“‘the 1901 act’’), and, if so, whether such repeal 
became effective upon the enactment of the 1951 act or does not become effective 
until the Secretary of Defense promulgates regulations under that act which are 
inconsistent with the 1901 act. 

It is believed that unless the 1951 act is construed (a) as being restricted to 
areas in the possession of the Department of Defense (including its coordinate 
departments) and (b) as being further subject to the implied condition that any 
person or organization (other than an instrumentality cf the United States) 
whom the regulations of the Secretary of Defense may authorize to sell, possess, 
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or consume intoxicating liquors on areas not under the exclusive jurisdiction of 
the United States must also comply with pertinent state laws and regulations, 
the 1951 act would be unconstitutional and would therefore have no effect upon the 
1901 act. However, the foregoing construction would presumably be adopted in 
order to avoid doubt as to the constitutionality of the act. It is believed that, 
so construed, the 1951 act is valid, and that it has repealed the 1901 act by 
implication, effective 19 June 1951. 
‘he 1951 act provides: 

“Sec. 6. The Secretary of Defense is authorized to make such regulations as he 
may «eem to be appropriate governing the sale, consumption, possession of or traffic 
in beer, wine, or any other intoricating liquors to or by members of the Armed Forces 
or the National Security Training Corps at or near any camp, station, post, or other 
place primarily occupied by members of the Armed Forces or the National Security 
Training Corps. Any person, corporation, partnership, or association who know- 
ingly violates the regulations which may be made hereunder shall, unless otherwise 
punishable under the Uniform Code of Military Justice, be deemed guilty of a 
misdemeanor and be punished by a fine of not more than $1,000 or imprisonment 
for not more than twelve months, or both.” 

The act of 1901 provides: 

“The sale of or dealing in beer, wine, or any intoxicating liquors by any person 
tn any post exchange or canteen or Army transport, or upon any premises used 
for military purposes by the United States, is hereby prohibited. The Secretary of 
War is hereby directed to carry the provisions of this section into full force and 
effect.”’ [Italics supplied.] 


A. CONSTITUTIONALITY OF THE 1951 ACT 


1. Necessity for examination of the question—no implied repeal by an invalid 
statute. 

Although an executive official will ordinarily assume the constitutionality of 
an act of Congress which he is required to administer, at least until it has been 
held unconstitutional by the courts, a different question is presented here. The 
present problem is not whether the Secretary of Defense should administer the 
1951 act, but whether that act has repealed the 1901 act. In order to decide 
that question, it is necessary to examine the constitutionality of the 1951 act; 
as an unconstitutional statute will not usually repeal a prior act by implication. 
Sutherland, Statutory Construction, section 2033; 50 Am. Jur. 555. 

2. Unless restricted to territory which is in the possession of the Department of 
Defense, the 1951 act would be an unconstitutional delegation of legislative power. 

As the act of 1951 establishes no policy and does not make even a formal attempt 
to comply with the requirement of a legislative standard prescribed in Panama 
Refining Co. v. Ryan, 293 U. 8. 447, and Schechter v. United States, 295 U. 8. 495, 
it would be squarely within the doctrine of those cases and therefore an un- 
constitutional delegation of legislative power in violation of Article 1, section 1 
and Article 1, section 8, paragraph 18 of the Constitution if it should be applied 
to persons who are not subject to military law in areas which are not in the 
possession of the Department of Defense. 

It is recognized that both before and after the Ryan and Schechter decisions, 
the Supreme Court has upheld delegations of rule-making power in which the 
legislative standard was extremely general. Without attempting a detailed 
analysis of the many decisions to this effect, it is believed to be sufficient for 
present purposes to point out that in most, if not all of them, a delegation under 
a general standard was a matter of practical necessity, either because the complex 
or technical nature of the subject matter made it necessary to evolve policy through 
the exercise of expert judgment in specific cases, or because the contingencies 
upon which action would be desirable could not be accurately predicted in advance. 
Thus, the “public convenience, interest or necessity”’ was held a sufficient standard 
in the field of radio communications (Federal Radio Commission v. Nelson Bros. 
Bond and Mortgage Co., 289 U. 8S. 266); “unfair methods of competition’? was 
held sufficient in trade regulation (Federal Trade Commission v. Raladan Co., 
283 U.S. 643) and the equalization of differences in the cost of production was 
held sufficient in adjusting customs duties (J. W. Hampton, Jr., & Company v. 
U. S., 276 U. 8. 394). There is a vital difference between the last-mentioned 
group of cases and the present one. Here (assuming that the statute is given a 
broad construction) the central issue is whether the national emergency warrants 
a return to the World War I practice of establishing extensive ‘‘dry” areas around 
military installations, in derogation of the popular decision, embodied in the 
Twenty-First Amendment, to leave the liquor question to the states. As that 
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decision is not only of great social and economic importance, but is overwhelmingly 
political in nature, it is one which the Congress can and should decide. Davis, 
Supplement to Katz, Cases on Administrative Law (1949), p. 130, citing Landis, 
The Administrative Process (1938), p. 55. Under such circumstances, it is unlikely 
that the courts would sanction a completely unqualified delegation to an executive 
official. 

The history of the somewhat similar legislation emboaied in sections 12 and 13 
of the 1917 Selective Draft Act (act 18 May 1917; 40 Stat. 82-83) provides no 
useful precedent upon this constitutional question. Those sections provided: 

“Sec. 12. That the President of the United States, as Commander in Chief of 
the Army, is authorized to make such regulations governing the prohibition of 
alcoholic liquors in or near military camps and to the officers and enlisted men of 
the Army as he may from time to time deem necessary or advisable: Provided, 
That no person, corporation, partnership, or association shall sell, supply, or have 
in his or its possession any intoxicating or spirituous liquors at any military 
station, cantonment, camp, fort, post, officers’ or enlisted men’s club, which is 
being used at the time for military purposes under this Act, but the Secretary of 
War may make regulations permitting the sale and use of intoxicating liquors for 
medicinal purposes. It shall be unlawful to sell any intoxicating liquor, including 
beer, ale, or wine, to any officer or member of the military forces while in uniform, 
except as herein provided. Any person, corporation, partnership, or association 
violating the provisions of this section of the regulations made thereunder — 
unless otherwise punishable under the Articles of War, be deemed guilty of ¢ 
misdemeanor and be punished by a fine of not more than $1,000 or istelotninend 
for not more than twelve months, or both. 

“Src. 13. That the Secretary of War is hereby authorized, empowered, and 
directed during the present war to do everything by him deemed necessary to 
suppress and prevent the keeping or setting up of houses of ill fame, brothels, or 
bawdy houses within such distance as he may deem needful of any military camp, 
station, fort, post, cantonment, training, or mobilization place, and any person, 
corporation, partnership, or association receiving or permitting to be received for 
immoral purposes any person into any place, structure, or building used for the 
purpose of lewdness, assignation, or prostitution within such distance of said 
places as may be designated, or shall permit any such person to remain for im- 
moral purposes in any such place, structure, or building as aforesaid, or who shall 
violate any order, rule, or regulation issued to carry out the object and purpose of 
this section shall, unless otherwise punishable under the Articles of War, be deemed 
guilty of a misdemeanor and be punished by a fine of not more than $1,000, or 
imprisonment for not more than twelve months, or both.” 

Section 12, supra, was repealed by section 203 of the act of 27 August 1935 
19 Stat. 878). It will be noted that the quoted sections did not confer the un- 
restricted discretion contained in the 1951 act, but embodied an express statement 
of policy that alcoholic liquors and prostitution should be prohibited and sup- 
pressed. Further, although a number of convictions were obtained for violations 
of section 12 and the regulations prescribed thereunder, the reported decisions do 
not indicate that the constitutionality of that provision was ever challenged. 
Young v. U. S., 249 F. ene teeny ro Bi. 251 F. 889; U. S. v. Nelson, 254 F. 889; 
Fetters v. U. S., 260 F. Laughter v. U. S., 261 F ; 69: Evans v. U. S., 261 F. 902; 
Robertson v. U. S., 362 i 949. More important, the political and intellectual 
“climate,”’ the impondersble factor which decides most constitutional cases, has 
entirely changed since section 12 was enacted. At that time, the ‘dry’ forces 
were moving toward enactment of the Eighteenth Amendment. Today, the 
national experience which led to Repeal has fundamentally altered the situation. 
For example, the regulations prescribed under the 1917 act prohibited, with minor 
exceptions, the sale, possession or transportation of liquor within a raaius of one- 
half mile of any military installation in cities and towns, and five miles elsewhere 
(Presidential Proclamation of 27 June 1918). In view of the widespread character 
of defense installations today, the readoption of such a rule would impose prohibi- 
tion on great areas of New York City, Chicago, Philadelphia, San Francisco and 
other major cities, containing hundreds of stores, bars, restaurants and hotels 
ae solvency depends entirely or in large part upon their licenses to sell liquor. 

s the sale of liquor is now a state monopoly in seventeen states, including Ohio, 
Michigsn and Pennsylvania, and is also a vital source of revenue to most of the 
others and to the Federal Government (ranking second only to the income tax as 
a source of Federal revenue), it is unlikely that such a regulation would be accepta- 
ble today to the public, the state and Federal] governments, or the courts 





1200 COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 


The constitutionality of section 13 of the act of 18 May 1917, supra, was upheld 
by the Supreme Court in McKinley, et al. v. United States, 249 U.S. 397. How 
ever, it has been pointed out that that section contained a reasonably definit« 
legislative standard in the words ‘“‘suppress and prevent’. Furthermore, prosti- 
tution was already illegal under the laws of virtually all, if not all, of the states 
wnen secticn 13 was adopted. A delegation of power to supplement state enforce 
ment against an activity already illegal stands upon an entirely different basis 
than a delegation of power to declare illegal an activity which is otherwise sanc- 
tioned and licensed under both state and federal law. 

There is also a line of decisions to the effect that, as the sale of liquor may be 
engaged in only upon public sufferance, a delegation of authority to license that 
activity will not be judged by the same rules which govern delegations of power 
to regulate other businesses. Annotation, 12 A. L. R., 1453. However, when the 
delegated power involves a question of broad public interest, as distinguished from 
the power merely to determine whether a particular individual should be licensed, 
the courts have applied the usual tests of an unconstitutional delegation (e. g., 
Levine v. O’Connell, 88 NYS 2d 672, aff’d 300 N. Y. 558, 91 NE 2d 322, holding 
that authority to decide whether a mandatory system of minimum retail prices 
should be adopted for the liquor industry could not be delegated to an adminis- 
trative board.) 

3. Unless the 1951 act is construed as being subject to an implied condition that 
any person or organization (other than an instrumentality of the United States) whom 
the regulations of the Secretary of Defense may authorize to sell, possess or consume 
intoxicating liquor on territory over which the United States has not acquired exclusive 
jurisdiction (even though the Department of Defense may have the right of possession 
must also comply with pertinent state law and regulations, that act would be an un- 
constitutional encroachment on the power of the states under the Twenty-First Amend- 
ment. 

The power in regard to liquor control which is conferred on the states by the 
Twenty-First Amendment is unique in that it is, at least in most instances, superior 
to the power cf the Congress under the commerce clause (Carter v. Commonwealth 
of Virginia, 321 U.8. 131; Dickerson v. Commonwealth of Virginia, 321 U.S. 131; 
Ziffrin v. Reeves, 308 U.S. 132; Indianapolis Brewing Co. v. Liquor Control Com- 
mission of State of Michigan, 305 U.S. 391), or the limitations otherwise im- 
posed on the states by the Fourteenth Amendment (Mahoney v. Joseph Triner 
Corp., 304 U.S 401; State Board of Equalization of California v. Youngs Market 
Co., 299 U.S. 59). 

The Twenty-First Amendment did not entirely exclude the power of Congress 
to regulate the liquor industry, even under the commerce clause (U.S. v. Frankfort 
Distilleries, Inc., et al., 324 U. S. 293), and did not render unconstitutional a 
legitimate exercise of the war powers with respect. to intoxicating liquors, such 
as the Emergency Price Control Act of 1942 (— Stat. —; 50 U. 8. C. App. 902). 
Taub v. Bowles, 149 F. 2d 817, cert. den’d 326 U.S. 732; Jatros v. Bowles, 143 F. 2d 
453; Dowling Bros. Distilling Co. v. U. S., 53 F. 2d 353, cert. den’d 328 U. 8. 848. 
However, it has been uniformly held that the Federal Government has no au- 
thority to permit dealing in liquor within a state in violation of state law or 
regulations (Brewers Institute v. U. S., 137 F. 2d 964, cert. den’d 320 U. 8. 766; 
Wylie v. State Board of Equalization of California, 21 F. Supp. 604;) and it seems 
extremely doubtful that an attempt to grant such authority would be sustained, 
even under the war powers. Furthermore, section 6 does not require any finding 
of military necessity. Hence, if section 6 should be construed as delegating 
authority to the Secretary of Defense to authorize the sale, possession, or con- 
sumption of liquor without regard to state law in areas which are not under the 
exclusive jurisdiction of the United States, it is believed that the likelihood of a 
successful attack on the constitutionality of the statute would be considerable. 
The state liquor authorities would, in all probability, try to avoid a direct collision 
with the Federal Government in the first instance by prohibiting the sale and 
transportation of liquor by state licensees to unlicensed persons in such areas. 
(Such a regulation is currently in effect in New York.) However, if such measures 
proved to be ineffective, pressure from local retailers would probably cause the 
question to be litigated. 

4. The 1951 act is clearly valid if construed as indicated above. 

By immemorial practice, a delegation of suthority to the appropriate executive 
officials to make regulations binding on persons subject to military law is not 
subject to the usual constitutional requirements. As persons not subject to 
military law have no vested right to enter areas to which the Department of 
Defense has the legal right of possession, compliance with the regulations pre- 
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ribed by the Secretary of Defense under the 1951 act could be lawfullv imposed 
as a condition of permitting them to enter, by analogy to the right of a state to 

mpose discriminatory conditions in licensing foreign corporations to do business 

erein (Hammond Packing Co. v. Arkansas, 212 US 322, Baltic Mining Co. v. 
\fassachusetts, 251 US 66), or to require a motorist’s consent to be sued within the 
state as a condition of the privilege of using the highways (Hess v. Pawloski, 
274 US 352; Kane v. New Jersey, 242 US 160). 

The states have no regulatory or licensing power with respect to intoxicating 
liquors in areas over which the United States has exclusive jurisdiction (Collins v. 
yosemite Park & Curry Co., 304 US 518). In other areas, compliance with state 

v and regulations would remove any possible objection. 

5. As the foregoing construction will avoid grave doubt with respect to the constitu- 
tionality of the 1951 act, its adoption by the Secretary of Defense and the courts should 

presumed. Even if that act should be held invalid as to persons not subject to 

itary law on areas with respect to which the Department of Defense has no right of 
possession, it would presumably be upheld in its application to areas in which it 
vould be valid. 

A construction of a statute which will avoid grave doubt as to its constitu- 
tionality will be favored. National Labor Relations Board v. Jones & L. S. Corp., 
301 U. 8. 1; Texas v. Eastern Texas R. Co., 258 U. 8. 204. 

Even if it should be held that the words “at or near’ in the 1951 act preclude 
a construction which restricts its operation to territory in the possession of the 
Department of Defense, and that the act is unconstitutional as to other areas, 
it would presumably be upheld in its application to those areas in which it is 
valid, under the rules regarding partial invalidity. Singer Sewing Machine Co. v. 
Brickell, 233 U. 8. 304, holding that the operation of a state statute the terms of 
which were broad enough to apply to matters without the state and with respect 
to which the statute would be unconstitutional, will be restricted to matters 
within the state’s jurisdiction. Knott v. St. Louis, K.C. & C. R. Co., 230 U.8. 512. 

B. The 1951 Act Has Repealed the 1901 Act by Implication, Effective 19 June 
1951. 

Although repeals by implication are not favored, such a repeal will be effected 
not only when the provisions of a statute are in irreconcilable conflict with a 
prior act, but also when the later act covers the entire subject matter, is complete 
in itself, imposes different or additional penalties, and is evidently intended to 
supersede the prior legislation on the subject. Pasadas v. National City Bank, 
96 U. 8. 497; Chase v. United States, 256 U.S. 1; Murphy v. Utter, 186 U.S. 95; 
United States v. Tynen, 11 Wall. 88; Sutherland, Statutory Construction (3rd Ed.), 
section 2018; 50 Am. Jur. 556. 

This test is applicable to the present case. The 1951 act covers all of the 
activities which are prohibited in the 1901 act, and others as well. It imposes 
additional penalties and is applicable not only to Army installations but also to 
those occupied by the Air Force, the Navy, and the National Security Training 
Corps. The Congressional intention that the Secretary of Defense should have 
full discretion to deal with the whole liquor problem by general rules, applicable 
to all members and installations of all of the Armed Forces and the National 
Security Training Corps, is manifest from the terms of the 1951 act. This inten- 
tion is in irreconcilable conflict with the rigid and fragmentary provisions of the 
1901 act. Thus, if the Secretary of Defense should decide, in harmony with the 
policy now in effect in most of the states, that moderation is fostered more effec- 
tively by permitting the sale and consumption of alcoholic beverages under con- 
trolled conditions than by a futile attempt to obtain complete abstinence by 
prohibiting such activities, he could implement that policy with respect to the 
Navy and possibly the Air Force, but would be barred from applying it to the 
Army if the 1901 act remains in force. As there is no pertinent difference be- 
tween the Army and the other services, such a result would be contrary to the 
manifest purpose of the 1951 act. 

The argument might be advanced that, as the 1951 act merely delegates rule- 
making authority to the Secretary of Defense, it is not intended to repeal a 
prior specific statute on the same subject. In 1 Sutherland, supra, section 2024, 
the author states: 

“An administrative body may be given the power to suspend or repeal prior 
legislative enactments by administrative regulation within the standard desig- 
nated by the statute giving the administrative body the power to act. Despite 
the fact that the courts have frequently been unwilling to employ language of 
such broad connotation, the rules and regulations of administrative bodies pro- 
mulgated under constitutional authority have the force and effect of law. If the 
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structure of administrative law is to perform its intended functions, the regula- 
tions of an administrative body must be given the same force and effect as statutes 
promulgated by the legislature. Therefore, where the legislature intends by 1 
statute in which the administrative agency is given its power that the adminis- 
trative regulations enacted pursuant thereto shoula supersede prior inconsistent 
statute s, the administrative regulations should be given a repealing effect. 

“Where a statute empowers an administrative body to enact rules and regula 
tions which may conflict with existing legislation, the problem may arise as 
when the repeal is effectuated. Where the statute delegating the administrative 
power purports to cover the whole subject matter involved and to grant exclusive 
authority over the field of operation to the administrative body, under the ruk 
of comprehensiveness a repeal of former inconsistent legislation occurs at th. 
effective date of the enabling statute irrespective of action by the administrativ: 
body. But conversely, where the legislative intendment requires that prior legis 
lation remain in force until the administrative body has enacted substitute regu- 
lations, a repeal takes place only at the time the administrative regulations go 
into effect. 

Whether this statement is in } armony with the weight of authority, as applic 
to the repeal of a specific statute of general application by a subsequent delega- 
tion of rule-making power, appears to be problematical, but is believed to be 
immaterial in the present instance. As the 1901 act prescribed no penalty for 
its violation, but merely directed the Secretary of War to carry its policy into 
effect by whatever means he thought best, it was itself merely a delegation of 
regulatory authority. Although a person subject to military law who sold liquor 
in violation of the prohibition contained in the 1901 act could no doubt have 
been prosecuted under the general article, even in the absence of any regulations, 
the Secretary of War was not required to use that sanction, but had full discretion 
with respect to the means of enforcement. The decided cases abundantly support 
the quoted text as applied to the repeal of a delegation of regulatory power by a 
subsequent delegation of such power on the same subject, particularly when rules 
made under the prior delegation are of limited application while those made under 
the later act are to be general or all-inclusive and there is nothing to require 
special treatment within -_ portion of the field occupied by the pee act. 

In Northern Trust Co. v. Chi. R us. Co., 318 Ill. 402, 149 N. E. , the Supreme 
Court of Illinois held th a the enactment of a comprehensive ae conferring 
regulatory power over public utilities on a state commission repealed, as of its 
effective date, all prior statutes delegating similar power to municipalities. The 
court said: 

“Did the Publie Utilities Act of 1913, which conferred this ample control and 
supervision over public utilities, including street railroads, deprive municialities 
* * * of the power to pass ordinances requiring street railroads to equip their 
cars with brightly lighted headlights? If both the commission and the city 
could exercise the same power at the same time with reference to the same sub- 
ject matter, their requirements in respect of the same utility might be utterly 
contradictory. In such cases the utility could not obey both the commission and 
the city council. Yet the Public Utilities Act enjoined obedience to the commis- 
sion’s orders and prescribed severe penalties for failures to comply. Obviously, 
concurrent authority would lead to conflict and confusion. * * * Where the 
General Assembly enacts a new statute upon a certain subject, and it appears 
from the act that it is the legislative intention to make a revision of the whole 
subject and to frame a new plan or scheme in relation thereto, there is, in effect 
a legislative declaration that whatever is embraced in the new statute will pre- 
vail and that whatever is excluded therefrom shall be discarded. The revision of 
the whole subject by the new statute evinces an intention to substitute its pro- 
visions for the old law upon the subject.” 

In Girard Trust Co. v. City of Philadelphia, 336 Pa. 433, 9 A. 2d 883, the Su- 
preme Court of Pennsylvania held that a statute establishing a general system 
of elevator inspection throughout the commonwealth repealed by implication a 
pre-existing delegation of such authority to the City of Philadelphia. The court 
said: 

“After carefully considering the evidence, we are convinced that it utterly 
failed to establish the existence of purely local problems and peculiar conditions 
which the regulations of the City were adapted or designed to meet. 

‘“* * * A particular elevator is designed and intended to carry a certain 
load with safety whether it is installed in Philadelphia or in a rural district. The 
determination of whether at any time it can perform its intended function with 
safety likewise does not depend upon its location nor are there any peculiar local 
conditions which are factors in arriving at such a conclusion. 
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“Finally, we are convinced that the provisions of the two enactments are clearly 

pugnant and irreconcilable. * * * Each department has full power and 
authority to establish standards of safety in the construction, maintenance and 
yperation of elevators and to provide regulations which are adapted to that end. 
The mere existence of two independent administrative agencies with unlimited 
power to fix conflicting standards governing the same subject matter and who 

en now appear antagonistic indicates that which is possible in the future. 
Requirements of each agency could be made so conflicting that operation would 
impossible. This fact clearly indicates that the legislature did not intend the 
existing municipal regulation to continue.” 

To the same effect, see Chicago, N. S. & M. R. Co. v. City of Chicago, 331 Ill. 
360, 163, N. E. 141. 

It makes no difference that the first delegation is mandatory in terms while the 
later one is merely permissive. In Chase v. United States, supra, the United States 
Supreme Court held that an 1882 statute which delegated authority to the Secre- 
tary of the Interior to allot certain Indian lands in severalty was impliedly re- 
pealed by an act of 1912, which delegated to that officer authority to sell all of 

unallotted tribal lands. The plaintiff contended that he had acquired a 
vested right under the first act which the later statute did not affect, as the latter 
was merely permissive. The court held: 

“But if it may be assumed there is a discretion in the Secretary, he has exercised 

against the appellant by denying his right to an allotment, presumably in reser- 
vation of the land for sale as provided in the act. We agree, therefore, with the 
Circuit Court of Appeals that the Act of 1912 ‘covers so completely the subject of 
the disposition’ of those lands ‘that it must be held to have repealed that portion 
of the act of 1882 which authorized allotments to Omaha children during the 
trust period’. And, again quoting the Court of Appeals, ‘the Secretary of the 
Interior, of course, could not allot the unallotted lands under the Act of 1882, and 
also sell them under the Act of 1912, nor could he allot the unallotted lands and at 
the same time make the reservations which is commanded to make by section 2 
of the latter act. It is so plain that both acts cannot be carried out that it is 
unnecessary to discuss that question.’ ”’ 

In the same manner, it can be said that the Secretary of Defense cannot make 
rules governing the sale of intoxicating liquors at Army installations if he is bound 
by the regulations of his subordinate, the Secretary of the Army, prohibiting 
such sales. 

Even if a specific prohibition is set out in the prior statute itself, but is merely 
of restricted or local application, it will be repealed by a comprehensive delegation 
of rule-making authority over the entire field. In Baker v. Kirschneck, 317 Pa 
225, 176 Atl. 489, the Supreme Court of Pennsylvania held that the State Liquor 
Control Act, which established a comprehensive system of liquor control, delegated 
general rule-making powers to the Liquor Control Board and authorized it to 
letermine the location of liquor stores, was in conflict with and repealed by im- 
plication a prior statute which prohibited the sale of liquor in a particular munici- 
pality. The court said: 

“We are also holding that the 1933 act repeals the special act of 1850. 

“Prior to the act of November 29, 1933, it was unlawful (with some exceptions) 
for any person to manufacture, sell, possess or transport in this commonwealth 
any intoxicating liquor for beverage purposes. 

‘“‘As a comprehensive liquor control, that act was passed taking care of the entire 
question,” 

After disposing of the question whether the title of the 1933 act was adequate, 
the court held: 

“Tt follows that the Act of November 29, 1933, expressly repeals section 34 of 
the Act of 1850, when they are, as here, inconsistent.” 

Although the court referred to an express repeal, the only repealing provision 
in the 1933 act was a general repealing clause of all acts inconsistent therewith. 
Such a provision is in legal contemplation a nullity, and the question is actually 
one of implied repeal. Sutherland, supra section 2013. 

The legislative history of the 1951 act confirms, rather than weakens, the con- 
clusion that the 1901 act has been repealed. At the hearings before the House 
and Senate Committees. Temperance representatives urged adoption of a measure 
dealing with the liquor problem (Hearings, Preparedness Subcommittee, Com- 
mittee on Armed Services, Senate, on 8. 1, 82d Cong., pp. 920-928, 938; Hearings, 
Committee on Armed Services, House of Representatives, on H. R. 1752, 82d 
Cong., pp. 111-113, 574-577, 584, 701-707, 716). However, no such provision 
appeared in the bill as reported by either .he Senate or the House Committees 
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(S. Rept. No. 117, 82d Cong., 21 Feb 1951, H. Rept. No. 271, 82d Cong., 15 
Mar 1951). 

On 12 April 1951, during the House debate, Mr. Rees of Kansas offered a floor 
amendment to insert the following provision (Cong. Rec., 12 Apr 1951, p. 3880 

“Sec. 5. No person, corporation, partnership or association shall sell, supply, 
give, or have in his or its possession any alcoholic liquors, including beer, ale or 
wine, inside the confines of or within a reasonable distance of any military camp, 
station, fort, post, yard, base, cantonment, training or mobilization place which 
is being used at the time for military purposes, but the Secretary of Defense may 
make regulations permitting the sale and use of alcoholic liquors for medicinal! 
purposes. The Secretary of Defense is authorized and directed to take appro- 
priate action to carry out the provisions of this section.” 

Mr. Rees explained that this provision was similar to the one in effect in 1917. 
This amendment was opposed by Chairman Vinson, who was in charge of the 
bill on the floor, on the ground that its effect would be to encourage drinking by 
Armed Forces personnel in the cities and towns, where conditions were less easy 
to control (Cong. Ree., 12 Apr 1951, p. 3880), and by Mr. Borden on the ground 
that “the Canteen Act of 1901 is still in effect’? and the amendment would “throw 
confusion into the present administration of the Army camps.” (Cong. Rec., 
12 Apr 1951, p. 3881.) This amendment was rejected. 

On 13 April 1951, during the House debate, Mr. Bryson offered the following 
floor amendment (Cong. Rec., 13 Apr 1951, p. 4006). 

“Page 36, line 17, after ‘Corps’, insert ‘including the suppression of vice, 
gambling, and the sale, furnishing or possession of alcoholic beverages containing 
over one-half of one percent of alcohol by volume upon or in close proximity to 
any place or institution to which members of the National Security Training 
Corps may be assigned for training.”’ 

This amendment was also opposed by Mr. Vinson, as follows (CR, 13 Apr 1951, 
4006): 

“Mr. Chairman, I hope the Committee will vote the amendment down. The 
proper way to approach this subject is somewhat along the line of the amendment 
offered yesterday by the gentleman from Kansas, and probably to be offered today 
by the gentleman from New York [Mr. Cole]. 

“The Commission will have authority to go into all these queiontss. This 
amendment provides that the Commission must adopt such rules and regulations 
that beverages containing over one-half of 1 percent of alcohol cannot be used. They 
might not even be able to get shaving lotions. Probably they will get Coca-Cola. 
All of these kinds of amendments should be voted down. Let the Commission 
submit it, and then we will write the plan later on.’”? [Emphasis added.] 

Mr. Cole of New York then offered the present section 6, as a substitute for 
Mr. Bryson’s amendment, and stated (id.): 

“Mr. Chairman, let me say that every time a measure dealing with the per- 
sonnel of our Armed Forces comes to the floor we are faced with this problem 
Of course it is an important one. I would like to see a provision of law such as 
contained in my amendment made permanent. We should leave it up to the Presi- 
dent to impose regulations with respect to the control of this problem, which we all 
admit is severe. 

‘My criticism of the amendment offered by the gentleman from South Carolina 
{Mr. Bryson] is that it applies only to the Training Corps and not to all camps 
and posts of the Armed Forces.’”’ [Emphasis added.]} 

Mr. Vinson then stated that the substitute amendment was acceptable to the 
committee [on Armed Services]. It was thereupon agreed to. 

From this history, it appears that the House twice rejected an amendment 
specifically prohibiting the sale, possession, ete., of liquor and adopted the present 
section 6 on the basis of the argument that the entire problem should be handled 
by regulations applicable to all of the Armed Forces. Furthermore, it appears 
that Section 6 is, in substance, adopted from section 12 of the 1917 act, above, 
with all specific provisions for prohibition omitted. In the light of this background, 
it is abundantly clear that the Congress intended to give the Secretary of Defense 
full discretion to handle the problem as he thought best, and that it did not 
intend to require absolute prohibition or to make any distinction between the 
Army, Navy, and Air Force. 

The decision of this office in SPJGC 1946/584, 19 April 1946, Confidential, that 
the 1901 act was not repealed by implication by section 12 of the 1917 act, supra, 
is clearly distinguishable. As the 1917 act contained specific provisions for the 
prohibition of intoxicating liquor, its policy was the same as that of the 1901 act, 
to which it was merely supplementary. As the 1951 act eliminates the mandatory 
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requirement of absolute prohibition, and leaves the problem to the discretion of 
the Secretary of Defense, the considerations which were applicable to the 1917 
act are not applicable here. Further, the question of the implied repeal of the 
1901 act by the 1917 act was not submitted to this office until 1946, by which time 
the War Department had by its statements to Congress firmly committed itself 
to the position that the 1901 act was still in effect. The mentioned opinion 
indicates that this was an important factor, if not the decisive one, in the con- 
‘lusion reached therein. 

As there is nothing in the 1951 act to indicate that the 1901 act shall continue 
in effect until it is revoked or modified by the Secretary of Defense, it was repealed 
on 15 June 1951, the effective date of the later act. Sutherland, supra, section 
2024; Northern Trust Co. v. Chicago Rys Co., supra. 

Wiuiram H. MILey, 
Captain, J AGC. 

Mr. Warp. It is on that basis, then, that the Army and the Air 
Force now sell or deal in liquor on reservations; is that right? 

Captain Cuappie. They are presently coordinating some directives, 
sir, concerning— 

Mr. Warp. I mean it is on the theory that the 1901 act has been 
repealed 

Captain CHappLe. Yes, sir. 

Mr. Warp. That they are now selling on reservations? 

Captain Cuapr.ie. Of course, the Department of Defense directive 
must have cleared the Judge Advocate’s Office before it could have 
been issued. 

Mr. Warp. You mean the directive that you gave us here, or the 
decision? 

Captain Cuappie. Yes, sir; that 1330.1, the Department of Defense 
directive. 

(See p. 1209 for Directive 1330.1.) 


Mr. Warp. Yes. When you mention that it has never been “illegal 


, 


in a naval establishment,’’ you mean that it has been in the other two, 
is that right, under the 1901 act? 

Captain Cuarpie. The 1901 act, I believe, effectively stopped the 
sale of liquor on Army posts. 

Mr. Warp. Then you are predicating your position on the repeal 
of the 1901 act as far as the Army and Air Force is concerned; is that 
right? 

Captain Cuappie. At present that is correct, as far as the Army is 
concerned, sir. 

Mr. Warp. Didn't the 1951 act provide that there would be regula- 
tions issued by each of the services? 

Captain Cuapp.e. Yes, sir. 

Mr. Warp. Have those all been issued now? 

Captain Cuappte. The Army and the Air Force regulations, sir, 
are being coordinated at present. 

Mr. Warp. Well, have they been issued? 

Captain Cuapp.ie. They have not been released by the Department 
of Defense. They have been released by the Department of the 
Army and the Department of the Air Force, sir, but have not been 
released from the Department of Defense. 

Mr. Warp. Under what authority are they acting, then, if the 1901 
act has been repealed? 

Captain Cuappie. Under what authority is the Army and Air 
Force selling liquor? 
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Mr. Warp. Yes; if their regulations aren’t out under the 1951 act 
and the 1901 act has been repealed. 

Captain CuappLe. They have some interim decisions, I believe, 
that they have interpreted to permit that. 

Mr. Warp. With no regulations, is that it? 

Captain Cuappie. No regulations. 

Mr. Warp. Weren’t they required by the Secretary’s directive to 
refer their own directives to the Secretary for approval? 

Captain Cuapp.e. Yes, sir; they were, and I believe the long delay 
was caused by, first, the usual long delay; secondly, by the change in 
administration, and there were certain individuals, I believe, that 
were not in favor of the releasing of these directives. 

Mr. Warp. When do you think those directives will be out, 
Captain? 

Captain CuappLe. General Anderson authorized me to say that 
within 2 weeks they would be. 

(See pp. 1211-24 for Army and Air Force regulations.) 

Mr. Warp. Are you familiar with the action taken by the State 
of Georgia with respect to the State controlling alcoholic beverages? 

Captain Cuaprie. I am thoroughly familiar with it, sir. Mr 
Clayton is more familiar with it. I would like to have him answer. 

Mr. Warp. Is the Department in agreement with the action taken 
by the State of Georgia—the Department of Defense? 

Captain CuappLe. No; we are at present paying their taxes, but 
we are not in agreement with their action. 

Mr. Warp. Do you feel their action is illegal? 

Captain CHAppLeE. Yes, sir. 

Mr. Warp. Are you contesting it? 

Captain CuappLe. We have word recently from the Navy Judge 
Advocate General, at any rate, that as soon as the three Departments 
are unified in their stand, in other words, as soon as the Department of 
Defense O. K.’s the present Army and Air Force regulations, that they 
are willing to take steps in cooperation, in conjunction with the other 
two departments to contest that act; yes, sir. 

Mr. Warp. Have there been any opinions or decisions by the Judge 
Advocate with respect to that action in Georgia? 

Captain CHappLe. Not that I know of, sir. 

Mr. Warp. Do you know what they say about that with respect to 
the 21st amendment to the Constitution? You mentioned the 18th, 
but you don’t know what they say with respect to the 21st amendment? 

Captain Cuaprpue. No, sir; I do not. 

Mr. Warp. I think that is all the questions I have, Madame 
Chairman. Thank you. 

Mrs. Harpen. Are military personnel used part time in this work? 

Captain Cuappie. Now, enlisted men often are hired in com- 
missioned officers’ mess, open, to perform bartending and waiting 
duties, and so on, but they always do it in their bona fide offtime. 
For instance, instead of bringing in waiters and waitresses from the 
nearby cities and communities, even if they were available, the 
sailors that want to earn extra money are hired but only in their bona 
fide offtime period. 

Mrs. Harpen. Would you please describe the method employed by 
the locker officer? 
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Captain CuarpLe. | am not familiar with that, Mrs. Harden. 
Maybe Colonel Wise could he ‘Ip you out a little bit. 

Mrs. Harpren. Colonel Wise? 

Lieutenant Colonel Wisz. First of all, the locker fund system is 
designed to do two things: One, the system itself insures that no sale 
of liquor takes place on a military post, and by a military post I mean 
an Army installation; and, secondly, that all liquors brought into an 
officers’ mess or NCO mess is clearly identifiable as the personal prop- 
erty of the individual member. 

Now, under this system liquor is bought and paid for on an indi- 
vidual basis in advance, and each purchase being a private transaction 
between the member and the supplier, with the title passing off the 
post, and with the liquor thus purchased off the post being consumed 
on the post, usually by a chit system. 

By the use of this chit system the member can get the amount and 
type of alcoholic beverage that he actually owns. Under this system 
such charges as mixes and ice and services are paid for separately. 

Mr. Warp. You said you wanted to make sure that there is no 
sale on a military post. What difference does that make if the 1901 
act is not on the books? 

Lieutenant Colonel Wise. According to the presently existing Army 
regulations, which were originally based on the 1901 act, the sale of 
alcoholic beverages on an Army installation is prohibited. 

Mr. Warp. Those regulations are still in effect? 

Lieutenant Colonel Wise. That regulation will be in effect until it 
is superseded or rescinded by regulations now in process, so that as 
far as the military are concerned, while the 1901 law is no longer in 
existence, a restrictive regulation is. 

Mr. Warp. How about the Air Force? 

Colonel Noworny. We have no chit system in the Air Force. The 
absence of regulations in the Air Force at the present time is due to 
the pee suliarity of the organizational structure. Where the authority 
to control and operate the sale of alcoholic beverages was delegated 
to the Field Commander, they did in turn implement local regulations 
to comply with the local and State laws and authorities. 

Mr. Warp. You are still operating under the Army regulations? 

Colonel Noworny. No, sir; we are not. The Transfer Act was not 
applied to the Air Force at the time of becoming a separate branch 
of the service. 

Mr. Warp. Under the National Security Act was there an agree- 
ment made with respect to this activity in the Air Force? 

Colonel Nowortny. There was not; no agreement at that time. We 
do have regulations as pertaining to the sale of 3.2 beer at our post 
exchange outlets. 

Mr. Warp. Where does your authority stem from on your regula- 
tions, is what I am trying to get at. 

Colonel Noworny. The present authority is contained in the 1330.1 
Department of Defense directive. 

Mr. Warp. What about prior to that? 

Colonel Noworny. Prior to that time the authority was not issued 
at this Air Force level headquarters. That is why there is not in 
existence an Air Force regulation. The authority was delegated to 
individual posts. 
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Mr. Warp. Under what basic authority was that delegated, do 


you know? 

Colonel Noworny. I don’t know. 

Mr. Warp. Will you find out if that was pursuant to the Eisen- 
hower-Spaatz agreement under the National Security Act? 

Colonel Noworny. I will try to get that. 

(The information above referred to was transmitted with copy of 
letter to Senator Saltonstall, as follows:) 

JuLY 31, 1953. 
Hon. LEVERETT SALTONSTALL, 
Chairman, Committee on Armed Services, 
United States Senate. 

Dear Mr. CuHarrRMAN: This refers to your letter of June 10, 1953, and the 
interim reply thereto by my Acting Director of Legislative Liaison dated June 19, 
1953, concerning the operation of packaged liquor stores by the armed services. 

The traditional policy of the Department of Defense is to provide morale 
welfare, and recreational activities on all military installations. The maintenance 
of messes forms an important part of these activities. Since these messes are 
important centers of military community life, they provide, for military personne! 
and families, facilities similar to those enjoyed by other citizens of the United 
States. 

The sale of alcoholic beverages is one of the normal functions of the activities of 
the messes. The American people, in general, have indicated their attitude toward 
the consumption of alcoholic beverages by repealing the 18th amendment. 

Conditions of military service necessitate certain restrictive legislation and regu- 
lations to govern conduct of its members. I am opposed, however, to restrictive 
legislation and regulations which discriminate unnecessarily against the members 
of the Armed Forces, and which result in the denial or curtailment of privileges 
enjoyed by other citizens. 

I acknowledge the fact that members of the Armed Forces, like other citizens, 
will occasionally desire to partake of alcoholic beverages, and therefore I prefer to 
make these beverages conveniently available and control their dispensation in 
officers’ and noncommissioned officers’ messes. These messes provide an atmos- 
phere where abstinence is encouraged, moderation enforced, and overindulgence 
punished. 

In compliance with the Universal Military Training and Service Act, as amended, 
Department of Defense Directive 1330.1, February 15, 1952, provides the policy 
for alcoholic beverages control for the Defense Department and establishes the 
requirement for the Secretaries of the Army, Navy, and Air Force to issue uniform 
regulations. A copy of this directive is enclosed. The Navy and Marine Corps 
have detailed regulations of long standing which I consider provide adequate and 
effective control. The Secretaries of the Army and Air Force have prepared and 
are issuing similar regulations. This will result in establishing uniform pro- 
cedures and control of alcoholic beverages throughout the Armed Services. 

In reply to your specific questions, fourth paragraph of your June 10 letter, 
each of the services has outlined the methods and regulations pertinent to the 
dispensing of packaged liquor and included copies of appropriate regulations 
which are herewith enclosed.! 

The Department of Defense will continue to provide the service secretaries of 
the military departments with policy guidance to insure full compliance with 
existing laws and to insure uniform treatment by each of the armed services. 


Sincerely yours, 
C. E. Wiuson. 


1 See p. 1211 for final Army and Air Force regulations issued August 20, 1953. 
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15 February 1952 
Number 1330.1 


DEPARTMENT OF DEFENSE DIRECTIVE 


WASHINGTON 25, D. C. 
litle: Personnel. 
Subtitle: Morale, Welfare and Recreation (MIL) 
Number: 1330.1 Regulations for the Control of Alcoholic Beverages. 

Section 6 of the Universal Military Training and Service Act (Public Law 51, 
82d nn approved 19 June 1951) provides: 

“Sne. 6. The Secretary of Defense is authorized to make such regulations as he 
nay eal to be appropriate governing the sale, consumption, possession of or 
traffic in beer, wine, or any other intoxicating liquors to or by members of the 
Armed Forces or the National See urity Training Corps at or near any camp, sta- 
tion, post, or other place primarily occupied by members of the Armed Forces 
or the National Sec urity Training Corps. Any person, corporation, partne rship, 
or association who knowingly violates the regulations which may be made here 
under shall, unless otherwise punishable under the Uniform Code of Military 
Justice, be deemed guilty of a misdemeanor and be punished by a fine of not more 
than $1,000 or imprisonment for not more than twelve months, or both.” 

The National Security Training Corps 

At the appropriate time prior to the initiation of training in the National 
Security Training Corps, and based upon the recommendations of the National 
Security Training Commission, the Department of Defense will prescribe regula- 
tions applicable to the Corps for the guidance of the Military Departments govern- 
ing the sale consunption, possession of or traffic in beer, wiae, or other intoxicating 
liquors at or near any camp, station, post or other place occupied by members of 
the National Security Training Corps. 


The Armed Forces 


The established policy of the Department of Defense with respect to the control, 
in accord with existing law, of the use of alcoholic beverages by members of the 
Armed Forces is to encourage abstinence, enforce moderation, and punish over- 
indulgence. This policy shall be effected by the necessary restrictive controls and 
affirmative measures. 

The restrictive controls shall recognize the conditions and exigencies of military 
service which shall have primary consideration; however, subject to these limita- 
tions such controls shall not discriminate against members of the Armed Forces to 
deny them the rights and privileges of other citizens. 

Effective lisison, contact, and cooperation with officials and citizens of civilian 
communities near our establishments shall be maintained to ensure adequate 
enforcement of law relative to the use of alcoholic beverages. 

The affirmative measures shall include, but not be limited to: 

Provision for wholesome recreation, entertainment, and relaxation both 
off and on station to enhance moral and spiritual well-being of personnel under 
conditions conducive to morality and temperance, with the initiative and 
assistance of local communities and national organizations being fully used in 
this regard. 

Provision for effective commend supervision of character guidance with 
emphasis on the harmful effects of the immoderate use of alcoholic beverages 
The advice and assistance of chaplains will be sought by commanders in this 
respect. 

The rreans used to carry out the foregoing policy cannot be reduced to a single 
set pattern which will be appliesble to all situations and individuals. 

The control of alcoholic beverages in relation to members of the Armed Forces 
is an important factor in pe ‘rsonal conduct. The regulation of the person»! con- 
duct of military personne] is essentielly a matter of military discipline. Military 
discipline can be maintsined only through the channels of military command in 
which the necessary authority and responsibility must be vested. 

Therefore, the authority and responsibility for effectively carrying out the 
policies and objectives of this directive will continue to be vested in the Secretaries 
of the Army, Navy, and Air Force for their respective Services. To carry out this 
responsibility, the Secretaries shell make and issue such regulations, and issue 
such other instructions, and adopt such other means as they deem appropriate in 
accordance with existing applicable laws. Further, the Secretaries shall coordi- 
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nate their regulations among their respective Services to attain such uniformity 
as is consistent with the existing applicable statutes and with the operating condi- 
tions prevailing in the several Military Departments. 


Reports 

tegulations issued by the Military Departments pertaining to the control of 
alcoholic beverages in the National Security Training Corps will have the prior 
approval of the Department of Defense. 

tegulations issued by the Military Departments pertaining to the control of 
alcoholic beverages in the Armed Forces will be reported to the Department of 
Defense. 

Rosert A. Lovett, 
Secretary of Defense 


Brier OF DEPARTMENT OF THE ARMY REGULATIONS GOVERNING ALCOHOLK 
BEVERAGES 

Policy Regulations 

1. Attached as Inclosure No. 1 is a copy of the approved Department of the 
Army Regulations which, when published, will establish the policies governing 
alcoholic beverages at Army Installations and activities in the Continental United 
States. 

2. General Policy Provisions.—The above cited regulations: 

(1) Permit major commanders to authorize, subject to certain control 
measures, the introduction, possession, use, and sale of alcoholic beverages 
to include sale by dispensing by the drink and sale by the bottle. 

(2) Provide control measures which, in general, insure that 

a) Persons under 21 vears of age are protected. 

b) Only persons entitled to privileges are granted them. 

c) Aleoholic beverages will not be improperly possessed, used, or 
sold. 

3) Provides guidance on taxation. 

3. The above cited regulations provide that open messes may sell alcoholic 
beverages. The establishment and operation of open messes is governed by AR 
210-60, not attached. 


Implementing Regulations 
4. Attached as Inclosure No. 2 is a copy of a proposed Department of the 
Army Special Regulations which, when published, will provide for implementation 
of the policy provisions of the previously cited Army Regulations. Upon comple- 
tion of certain detailed administrative provisions, these implementing regulations, 
substantially as presented here, will accompany the Army Regulations. 
a. General implementation provisions. The above cited Special Regulations: 
(1) Give necessary definitions. 
(2) Require local regulations and instructions to be issued. 
(3) Specify command responsibilities. 
(4) Give detailed instructions concerning: 

(a) Categories of persons who may be permitted to possess, buy, and 
use alcoholic beverages. 

(b) Procedures and methods to be followed to insure complete and 
adequate control and supervision of activities where alcoholic beverages 
are concerned. 

(c) Procedures and methods to be used for the sale of alcoholic 
beverages. 
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*AR 210-65 
ArMY REGULATIONS] DEPARTMENT OF THE ARMY 
No. 210-65 f WASHINGTON 25, D. C., 20 August 1953 
INSTALLATIONS 


ALCOHOLIC BEVERAGES 


Paragraph 

irpose l 

istutory provisions 2 

ype 3 

General provisions 4 
Sale, possession, and consumption of alcoholic beverages in Army exchanges 

trol measures 6 

ixation 


1. Purpose.—These regulations govern the handling of alcoholic beverages on 
Army installations within the continental United States, and the Territories of 
Alaska, Hawaii, and Puerto Rico 

2. Statutory provisions.—Section 6, 1951, amendments to the Universal Military 


Training and Service Act (65 Stat. 88; 50 U. 8. C. Supp. V, App. 473 


3 Scope. The introduction, sale, possession, and use of aleoholic beverages 
authorized on Army installations to the extent and in such manner as the 
Secretary of the Army may prescribe. The introduction, sale, possession, and 


ise of alcoholic beverages on Army installations will be strictly controlled and 
supervised. Commanders will encourage abstinence, enforce moderation, and 
punish overindulgence. This policy shall be affected by the necessary restrictive 
controls and affirmative measures. 

1. General provisions.—a. Major commanders are authorized to permit the 
following at installations or activities within their respective comands: 

(1) The possession and use of alcoholic beverages in quarters other than 
barracks assigned to enlisted personnel 

(2) The dispensing of alcoholic beverages by the drink in open messes for 
consumption on the premises by Armed Forces personnel, their depend- 
ents, and bona fide guests 

3) The sale of packaged alcoholic beverages by the bottle, to members of 
the Armed Forces in open messes at installations, in reasonable quantity 
limits. All packaged liquors so sold are for the personal use of the pur- 
chaser only and under no circumstances are to be sold or given to any 
other person whatsoever. 

b. The sale or consumption of alcoholic beverages on board Army aircraft, 
vessels, or vehicles is prohibited. 

5. Sale, possession, and consumption of alcoholic beverages in Army exchanges 
Commanders are authorized to permit the sale, possession, and consumption of 
malt beverages, which have an alcoholic content of not exceeding 3.2 percent by 
weight (considered nonintoxicating), in Army exchanges within the geographical 
limits of their respective commands. See AR 60-10 and SR 210-55-20. 

6. Control measures.—SR 210—-65-—1 prescribes the specific measures for the con- 
trol of the sale, possession, transportation, and consumption of alecoho:ie beverages. 
These regulations include but are not necessarily limited to provisions for 

a. Local establishment of hours for the sale or dispensing of alcoholic beverages. 

b. Prohibition of sales or dispensing of intoxicating beverages to persons under 
21 years of age. 

c. Prohibition of the employment of any person under twenty-one years of age 
in any capacity involving the sale or dispensing of intoxicating beverages 

a. Prohibition of the sale, possession, and use of alcoholic beverages in service 
clubs. 

e. Prohibition of the sale, possession, and use in Army exchanges of alcoholic 
beverages in excess of 3.2 percent by weight. 

f. Establishment of a sales control system to provide for 

1) Labeling and numbering each bottle to identify it as having been sold in 
a specific Army open mess. 

(2) A record of each sale to show the specific purchaser of each bottle 

3) Insuring that all packaged alcoholic beverages are sold for the personal 
use of the purchaser only. 

7. Taxation.—The provisions of the Internal Revenue Code of the United States 
apply to the sale of alcoholic beverages on Army installations. Open messes 


*These regulations supersede section IX, AR 210-10, 12 January 195 
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het 3 he 


are Federal instrumentalities and as such enjoy certain immunity from Stat; 
taxes. Questions of the applicability of taxes will be forwarded through thx 
appropriate major commander to the Department of the Army for decision. 


{AG 250.1 (10 Aug 53) G1) 


By ORDER OF THE SECRETARY OF THE ARMY: 


M. B. RIDGWAY, 
General, United States Army, 
Chief of Staff. 
OFFICIAL: 
WM. E. BERGIN, 
Major General, United States Army, 
The Adjutant General. 


DISTRIBUTION: 


D 


SR 210-65-1 


SpectaAL REGULATIONS| DEPARTMENT OF THE ARMY 
No. 210-65-1 J WASHINGTON 25, D. C., 20 August 1953 


INSTALLATIONS 


ALCOHOLIC BEVERAGES 
Para- 
graph Pa 
Purpose 1 
Definitions 
Local regulations 
Command responsibility 
Transporting to installations 
Possession and us¢ 
Authority to sell 
Dispensing 
Sale of packaged beverages 
Identifying decalcomanias 
Employment of personnel 
Procurement 
Decalcomania 

1. Purpose.—These regulations, together with AR 210-65, prescribe methods 
and procedures for the control of and the supervision over the introduction, sale, 
possession, and- use of alcoholic beverages on Army installations and activities 
within the continental United States and the Territories of Alaska, Hawaii, and 
Puerto Rico. 

2. Derinitions.—For the purposes of these regulations, the following defi 
nitions apply: 

a. Adult.—-A person who has passed his or her 21st birthday. 

b. Alcoholic beverage.—Any intoxicating beverage including distilled spirits 
wines, and malt beverages having an alcoholic content of over 3.2 percent by 
weight 

c. Armed Forces of the United States—The United States Army, the United 
States Navy, the United States Air Force, the United States Marine Corps, and 
the United States Coast Guard. 

d. Bona fide guest.—A person who is actually a house guest, or a person whose 
presence as a guest is in response to a specific invitation for the specific occasion, 
and for whom the host is willing to assume responsibility. 

e. Continental United States —The 48 States and the District of Columbia. 

f. Dispense.—Selling by the drink where the sale of each drink or group of 
separate drinks becomes a completed transaction. Opposed to sale by the bottle 
or in bulk. 

g. Quarters—Living accommodations on an Army installation including 
such accommodations as may be furnished transients. 

3. Loca, Recuiations.— Major commanders, when authorizing the possession, 
sale, and use of alcoholic beverages, as prescribed in paragraph 4, AR 210-65, 
will require the commanding officer of each installation or activity concerned 
to issue such local regulations as are necessary to insure strict compliance with 


ous ro 
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each of the mandatory provisions prescribed herein. Local regulations may 
nelude such other provisions and instructions as are deemed necessary 

1. ComMAND Responsipitiry.—All commanders concerned will exercise 

ontinuous supervision of activities authorized in accordance with paragraph 4, 
\R 210-65. Such supervision will include the rigid enforcement of the following: 

a. No person under 21 years of age will be 

(1) Permitted to introduce, possess, or use any alcoholic beverage in any 
form. 

2) Permitted to buy any alcoholic beverage in any form 

(3) Employed, in any capacity, for the sale, handling, dispensing, or serving 
of any alcoholic beverage. 

b. No alcoholic beverage will be sold, used, consumed, or permitted in any 

(1) Service club. 

(2) Enlisted barracks. 

c. No alcoholic beverage except malt beverages which have an alcoholic content 
of not exceeding 3.2 percent by weight will be sold, used, consumed, or permitted 
in any Army exchange. 

d. No alcoholic beverage will be sold or consumed on board any Army aircraft, 
vessel, or vehicle. 

5. TRANSPORTING TO INSTALLATIONS.—Alcoholic beverages may be transported 
onto an Army installation or activity provided that the 

a. Movement to the point of entry onto the installation or activity was per- 
mitted by law. 

b. Act of so transporting is not contrary to the provisions of these regulations 

c. Person so transporting is one of the following: 

(1) A commissioned officer or warrant officer of the Armed Forces of the 
United States, including persons on active duty for training for periods in 
excess of 3 days. 

(2) A retired commissioned officer or warrant officer of the Armed Forces of 
the United States. 

(3) Enlisted personnel of the Armed Forces of the United States who actually 
occupy family quarters on the Army installation or activity. 

(4) Civilians, including dependents of military personnel, who actually occupy 
quarters on the Army installation or activity. 

(5) Employees of an open mess when such alcoholic beverage is destined for 
the open mess. 

(6) Civilians, who in a commercial capacity, are delivering such alcoholic 
beverages to an open mess. 

(7) Foreign military personnel on duty at the Army installation or activity. 

6. PossEssion AND Usre.—Major commanders are authorized to permit the 
possession and use of alcoholic beverages at installations and activities within 
their commands, subject to the following, in addition to such other restrictions 
as imposed by these regulations: 

a. Persons occupying quarters on the installation or activity, other than en- 
listed barracks, may possess alcoholic beverages in or at such quarters, and in 
transit therefrom and thereto. 

b. Persons who are authorized to use and consume alcoholic beverages in 
accordance with these regulations may be authorized by local regulations to 
store such beverages in lockers furnished by an open mess provided that entry to 
such locker is available only to the person who possesses the alcoholic beverage 
stored therein. 

c. Aleoholic beverages may be used or consumed in quarters other than en- 
listed barracks. 

d. Alcoholic beverages may be used or consumed at social gatherings which 
are 

(1) Private, invitational affairs, including open mess functions. 

(2) In buildings or areas which normally are used for social rather than 
military or other official purposes. 

(3) So located that persons, other than those invited to the gathering, will 
not be unwilling witnesses thereto. 

(4) So conducted that good taste is not violated and that the sensibilities of 
prudent and temperate persons are not offended. 

7. Aurnority To Sretu.—The sale of alcoholic beverages is a proper open mess 
activity see AR 210-60. 

a. When authorized by major commanders as prescribed in paragraph 4, 
AR 210-65, officers’ and noncommissioned officers’ open messes may, subject to 
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regulations prescribed by the commanding officer of the installation or activity 
concerned, conduct the following open mess activities: 
1) Dispense alcoholic beverages, by the drink, for consumption on t 
premises (par. 3). 
2) Operate a package store for the sale of alcoholic beverages in bulk (by, 

the bottle par. Y 
b. The sale of alcoholic beverages by any person, or persons, or agency other 
an an authorized open mess is prohibited on Army installations and activit 
0 aleoholic beverages will be sold by an open mess concessionaire. 

c. All sales of alcoholic beverages, whether as a result of dispensing by the drin 
as sales in bulk (by the bottle), will require the open mess to 

1) Pay, in addition to those taxes shown in paragraph 23, AR 210-60, th 

following Federal taxes: 

a) Federal excise tax for retail dealers in liquors, in accordance wi 
section 3250 (b) (1), Internal Revenue Code. 
Federal excise tax for retail dealer in malt liquors only in accordance 
with section 3250 (e), Internal Revenue Code, when applicable. 

2) Comply with all Bureau of Internal Revenue Regulations applicable to 

retail liquor dealers (and retail dealers in fermented malt liquors, when 

applicable). Copies of such regulations, and necessary forms, should b¢ 
obtained from the District Supervisor of the Alcoholic and Tobacco Tax 

Division 

3) Use a decalcomania identifying label as prescribed in paragraph 10. 
(4) Comply with the employment provisions prescribed in paragraph 11. 

8. DIspENSIN« When alcoholic beverages are dispensed by the drink a 
authorized by competent authority (par. 7a), the following provisions must bi 
incorporated into the local implementing regulations: 

\ suitable bar and/or lounge area must be provided. 

b. A scheaule of dispensing operations. No such activities should take place 
on election days (Federal, State, or local) nor on any other days contrary to local 
public sentiment or custom. 

c. A schedule of hours must be announced and followed without exceptioi 
Such hours shoulda be in accord with the local situation but in no case will dis- 
pensing activities continue after all other open mess activities have ceased for a 
given day. In establishing a schedule of hours, due consideration should be giver 
to local customs, duty requirements, and the encouragement of temperance. 

d. No bottle sales will be permitted over the bar, and no person will be per- 
mitted to introduce a bottle into a room or area where dispensing or serving is 
being conducted, or where dispensed drinks are being consumed. 

e. Establishment of the categories of persons entitled to purchase drinks. 
Such categories will be confined to the following adult members of the specific 
open mess unless otherwise indicated: 

1) Personnel of the Armed Forces of the United States on active duty 
including persons on active duty for training. 
Officers of the United States Coast and Geodetic Survey and Public 
Health Service when stationed on the installation or activity. 
Retired members of the Regular Armed Forces of the United States and 
of the reserve components thereof who have been retired under any 
any provision of law. See volume II, Official Army Register. 
Foreign military personnel. 
Dependents of personnel mentioned in (1), (2), and (3) above. 
Bona fide guests of personnel mentioned in (1), (2), or (3) above. 
Other active, associate, or honorary open mess members who occupy 
quarters on the installation or activity. 

f. Procedures for insuring that only duly authorized persons are permitted to 
partake of dispensed alcoholic beverages. 

9. SALE OF PacKAGED BrvERAGES.—When the sale of packaged alcoholic 
beverages is authorized (par. 7b), the following provisions will be incorporated 
into the local implementing regulations: 

a. Package sales must take place in a space physically set aside from any bar 
dispensing aleoholic beverages by the drink. 

b. A schedule of days of sales operations. No sales should take place on 
election days (Federal, State, or local) nor on any other days contrary to local 
public sentiment or custom. 

c. A schedule of sales hours must be announced and followed without exception. 
Such hours will be in accord with the local situation but in no case will package 
sales be conducted after taps nor later than 3 hours immediately preceding the 
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nounced hour for the cessation of dispensing activities at the open mess 

iestion. 

d. Establishment of the categories of persons entitled to purchase packaged 
alcoholic beverages. Such categories will be confined to the following adult 
members of the specific open mess: 

l Personnel of the Armed Forces of the I nited States, including resery 
component personnel on active duty for training in excess of 3 days 

2) Officers of the United States Coast and Geodetic Survey and Publi 
Health Service when stationed on the installation or activity. 

(3) Retired members of the Regular Armed Forces of the United States, 
and of the reserve components thereof who have been retired under any 
provision of law. See volume II, Official Army Register. 

4) Foreign military personnel. 
5) Other active, associate, or honorary open mess members who occupy 
quarters on the installation or activity. 

Procedures to require positive identification of each purchaser, to includ 

se of the official Armed Forces Identification Card if necessary. 

f. Establishment of a reasonable quantity limit for purchase by one individual, 
at one time. 

g. All alcoholic beverages so sold will be for the personal use of the individual 
purchaser. The resale, exchange, or use as a gigt is prohibited. In no case may 
sales be made to any individual who has combined orders and is purchasing for 
ther persons. This does not prohibit a purchaser from serving drinks as a h« 

h. Establishment of a sales control procedure requiring 

(1) Identification of the purchaser. 

(2) Use of duplicate (or other multiple) sales slips showing 
(a) Name of the open mess. 

(b) Date of purchase. 

(c) Items purchased, including decalcomania label number, for ¢a 
bottle (par. 10). 

(d) The execution, by each pyrchaser, of a certificate as follows: 

“T hereby certify that the alcoholic beverages as hereon listed 

have been purchased by me from (Name of the Open Mess) 
for my own personal use and will not be sold nor exchanged 
nor used as a gift, and that I have been informed that in thx 
event I transport such beverage off the installation over 
which the Army has jurisdiction, I am subject to the laws of 
the State, District, or Territory into which said beverages are 
to be transported. 
“Signature i Grade SN 

(e) Open mess employees’ name or number. 

(3) Retention of a duplicate sales slip for a period of at least 1 year 

i. Each sales store must display conspicuously a notice showing the State 
District, Territorial, or local law regarding the maximum quantity of alcoholic 
beverages, free of State, District, Territorial, or local taxes, which may be trans- 
ported legally into or through the State, District, or Territory within which the 
open mess is located. This notice will be brought specifically to the attention of 
each purchaser. 

10. IpENTIFYING DecaLcoMANIAS.—Each bottle of aleoholic beverage handle 
by an open mess shall have affixed thereto, immediately on receipt, an open mess 
decaleomania. Each such decalcomania will be serially numbered to make each 
bottle identifiable. For procurement of decalcomanias see paragraph 13. 

11. EMPLOYMENT OF PERSONNEL.—In addition to the provisions of section IIT, 
AR 210-60, the following will apply to the employment of persons to handle, sell, 
dispense, and/or serve alcoholic beverages. 

a. Age provisions cited in paragraph 4a (3 

b. No enlisted personnel will be assigned to any duty involving the selling or 
serving of an alcoholic beverage in an officer’s open mess. Enlisted personnel 
may be emploved on a voluntary basis during off-duty hours as prescribed in 
paragraph 11, AR 210-60. 

c. No commissioned officer will be assigned duty in connection with handling, 
selling, or serving alcoholic beverages in an open mess except as provided in 
section IIT, AR 210-60. 

d. No Civil Service employee will be given duties involving the handling, 
selling, or serving of alcoholic beverages. 

12. ProcuREMENT.—Open messes which have the authority cited in paragraph 
7a, may obtain supplies of alcoholic beverages by any of the following methods: 
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a. By direct procurement from distillers, wholesalers, retailers, or brokers 
Special brand labels for an open mess or open messes are prohibited. 

b. By placing orders with a mess acting as a central procurement source. 

(1) An open mess acting as a central procurement source will not stoi 

alcoholic beverages (except stock for its own use) for distribution to 
individual open messes. 
The central procurement source may receive orders from individual 
open messes accompanied by a check in payment for the merchandis 
transportation, and other costs. Orders so received will be consolidated 
into one order for transmittal to the supply source, and upon receipt of 
the alcoholic beverages, distribution will be made in accordance with 
the orders of the individual open mess. 

(3) By placing orders with the proper authority, acting in a broker capacity, 
for consolidation into one group order for delivery to individual open 
messes. 

c. Except in the event of the dissolution of an open mess in accordance with 
section V, AR 210-60, packaged alcoholic beverages will not be sold by one open 
mess to any other open mess, unless the selling mess has purchased a Federal 
license as a Wholesale liquor dealer. 

13. DecaLcoMANIA.—a. Control. 

(1) Department of the Army.—The Army Central Mess Fund, Washington 
25, D. C., is designated the central Department of the Army agency for 
procurement, distribution, and accountability of alcoholic beverage 
decalcomania used at Army installations within the continental United 
States. The Army Central Mess Fund, under the administration of the 
Joint Welfare Board, is the fiscal agent for procurement of all alcoholic 
beverage package decalcomania and will place orders with vendors on 
a competitive basis. 

(2) Major commands.—Commanding generals of continental armies and the 
Military District of Washington will designate the custodian of the Army 
Command Welfare Fund as responsible for the control and accountability 
of decalcomania distributed to open messes within each major command. 

b. Distribution. 

(1) To major commands.—The total decalcomania requirement for open 
messes within the continental United States will be procured by the 
Army Central Mess Fund, Washington 25, D. C., for delivery direct to 
the commanding generals of continental armies and the Military District 
Washington, ATTN: Custodian, Army Command Welfare Fund. Upon 
receipt of delivery, acknowledgment will be made in writing to the Joint 
Welfare Board, Washington 25, D. C. 

(2) To installations —Secretaries of officers’ and noncommissioned officers’ 
open messes will order supplies of decalcomania as required from the 
custodian of the appropriate Army Command Welfare Fund, using pur- 
chase orders as prescribed by SR 210-60—-10. Each purchase order will 
be accompanied by an open mess fund check drawn payable to the 
custodian of the appropriate Army Command Welfare Fund in sufficient 
amount to cover cost of decalcomania at the rate of $2.05 per thousand. 
Shipments of decalecomania will be made to the secretaries of the ordering 
open mess funds by courier or registered mail. Secretaries of open messes 
will be responsible for storage, issue, and accountability of decalcomania 
procured for use of the open mess. Decalcomania may not be trans- 
ferred from the open mess to which sold. 

c. Storage.—Decalcomania will be stored at all times in a three-combination 
safe, or its equivalent, until affixed by transfer to an alcoholic beverage package 
stored in a locked warehouse or stockroom. 

d. Fiscal procedures. 

(1) Army Central Mess Fund.—The Army Central Mess Fund will, upon 
acknowledgment of receipt of decalcomania shipment by the major 
command welfare fund, establish an account receivable from the Army 
Command Welfare Fund in the amount of the shipment. 

Army Command Welfare Fund.—The Army Command Welfare Fund 
will, upon receipt of decalcomania shipment from the supplier, establish 
an asset account, ‘‘ABC Decal Inventory,” and a liability account pay- 
able, ‘Army Central Mess Fund, ABC Decals,” in the monetary amount 
of the shipment. Orders from installations will be accounted for, upon 
shipment, by debits to cash and credits to the account ‘ABC Decal 
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Inventory.’ At the close of each calendar month the Army Command 
Welfare Fund custodian will remit to the Army Central Mess Fund the 
total amount received from installation open messes during the prior 
month. The amount remitted should equal the difference between the 
balances of the ‘‘ABC Decal Inventory Account’’ and the liability ac- 
count payable, ‘Army Central Mess Fund, ABC Deecals.’”” The payment 
to the Army Central Mess Fund will be accounted for as a debit to 
account payable, ‘Army Central Mess Fund, ABC Decals,” and a credit 
to cash. 

Installation open messes.—Payments made by installation open messes 
to the Army Command Welfare Fund, with orders for decalcomania, 
will be accounted for by debiting the amount of the payment to a deferred 
charge account, ‘‘Prepaid ABC Decals’’ (Account 1870—Chart of Ac- 
counts, SR 210-60—-10), and by crediting cash. When decalcomania 
are issued from storage and are affixed to the bottle (par. 10), the mone- 
tary value thereof will be debited to cost of goods sold of the appropriate 
open mess activity (Account Series 3200, Chart of Accounts, SR 210-60 

10) and credited to the deferred charge account ‘‘Prepaid ABC Decals.” 


Unit Accountability. 


(1) 


(2) 


Major commands.—Custodians of Army Command Welfare Funds will 
be responsible for maintaining a record of issues to individual open 
messes within the Army area, by quantity, serial numbers, and monetary 
value. At the close of each calendar month custodians will prepare, in 
duplicate, a report of issues to individual officers’ and noncommissioned 
officers’ open messes listed by installation. One copy of this report will 
be submitted to the Joint Welfare Board as a Schedule to Monthly 
Statement of Operations and Net Worth (Reports Control Symbol, 
CSAWF-3). The latter statement also will include a schedule recon- 
ciling in totals, decalcomania beginning monthly inventory, monthly 
issues, and ending monthly inventories, in quantity, serial numbers, and 
monetary value. 

Installations.—Secretaries of open mess funds will maintain a record of 
decalcomania issued from storage for labeling of bottles, as to quantity, 
serial numbers, and monetary value. At the close of each calendar 
month physical stocks of unused decalcomania will be reconciled with 
stocks at the beginning of the month and issues made during the month 
as to quantity, serial numbers, and monetary value. The monetary 
value of unused stocks of decalcomania at the close of each calendar 
month should equal the balance of the open mess deferred charge account 
“Account 1870—Prepaid ABC Decals.” 


f. United States Territories and possessions —Commanders of oversea commands 
exercising jurisdiction over Army installations in Alaska, Hawaii, and Puerto 
Rico will establish procedures for procurement, disiribution, and accountability 
of decalecomania as follows: 


(1) 


Procurement.—Procurement will be as prescribed for the continental 
United States in b above, except that orders from oversea commands will 
be accompanied by a nonappropriated fund check payable to the Army 
Central Mess Fund at the rate of $2.05 per thousand decalcomania. 
Distribution and accountability—Oversea commanders will prescribe pro- 
cedures for distribution and accountability of decaleomania comparable 
to those prescribed for the continental United States, but as may be 
adapted to the nonappropriated fund organization peculiar to the 
command. 


[AG 350.1 (10 Aug 53) G1] 


By ORDER OF THE SECRETARY OF THE ARMY: 


M. B. RIDGWAY, 
General, United States Army, 


OFFICIAL: Chief of Staff. 


WM. E. BERGIN, 


Major General, United States Army, 
The Adjutant General. 


DISTRIBUIION: 


D 
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INFORMATION ON THE SALE OF PAacKAGED Liquors IN THE AIR ForcE 


General Policies and Regulations 

The sale of packaged liquors at regular established Air Force installations is 
not universally practiced. However, where sold, Federal and State laws are 
complied with. The present authority for the sale of beer, wine, or any other 
intoxicating liquors is contained in Department of Defense Directive, Title: 
Personnel, Sub-title: Morale, Welfare and Recreation (Mil), Number: 110,15-1, 
Regulations for the Control of Alcoholic Beverages as approved by Section 6 of 
the Universal Military Training and Service Act (Public Law 51, 82d Congress, 
19 June 1951). Air Force Regulation 147-7, dated 24 July 1952 Titled: Exchange 
Service, (Domestic Exchanges) does not authorize the sale of intoxicating bever- 
ages through its outlets. In addition, Air Force Regulation 34-36, dated 16 
May 1951 prescribes that no alcoholic beverages will be consumed, sold or given 
in or about a Service Club or any of its facilities. No other Air Force regulations 
or policies exist concerning sale of alcoholic beverages. 
Basic Authority for Sales 

It is the prerogative of each major commander to authorize the sale of alcoholic 
beverages through Officers’ and Noncommissioned Officers’ Open Messes.  In- 
dividual base commanders are privileged to implement this authority. Wherever 
this authority has been implemented the policies and regulations stated above 
apply. 


To Whom Sales Are Made 


Major commanders and/or installation commanders are responsible for the 
issuing of detail, controlling instructions to conform with applicable local, state, 
or territorial laws. In addition, policies governing sales to individuals are in- 
corporated into the Constitutional Bylaws by Boards of Governors of Officers’ 
and Noncommissioned Officers’ Open Messes. 

Employees 

Air Force Regulation 176-11, Par. 10 Section III, Administration, states: 
“So far as practicable, the operation of open messes activities will be performed 
by civilian employees with military personnel of the active membership in execu- 
tive control.’’ However, military personnel may be employed by messes during 
their off-duty hours, provided such employment does not interfere with their 
regular duties. In such cases remuneration is paid from nonappropriated funds. 
Packaged Sales 

Air Force installations which established package sales stores operate them as 
an integral part of an Open Mess under the supervision of a Board of Governors 
and the base commander. Air Force Regulation 14-15, dated 12 September 1950 
and Air Force Regulation 14-15A, dated 16 June 1952, outline the functions of 
the Armed Forces Disciplinary Control Boards, one of which is the review of 
liquor violations concerning the Armed Forces. 


AFR 34-57 
1-6 


AIR FORCE REGULATION) DEPARTMENT OF THE AIR FORCE, 
No. 34-57 j WASHINGTON, 25 August 19538. 


PERSONNEL SERVICES 


ConTROL OF ALCOHOLIC BEVERAGES 


Paragraph 


Purpose and Scope 
Policy 

Statutory Authority 
Privileges 

Control Measures 
Taxation 


1. Purpose AND Scopr.—This Regulation establishes Air Force policy regarding 
the dispensing, possession, and use of alcoholic beverages such as beer, distilled 
spirits, wines, cordials, and liquors on Air Foree bases and installations. The 
principles and procedures prescribed in this Regulation are directly applicable 
within the continental limits of the United States, its Territories and Possessions. 
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Beer with an alcoholic content of not more than 3.2 percent by weight is con- 
sidered nonintoxicating, and may continue to be sold in exchanges. (See AFR 
147-7.) 

2. Poricy.—The Air Force policy prescribes that the introduction, possession, 
and use of alcoholic beverages at Air Force bases and installations be strictly 
controlled and supervised. Commanders will encourage abstinence, enforce 
moderation, and prevent overindulgence. Full utilization will be made of the 
Chaplain, Information and Recreation Programs, in order to enhance the moral 
and spiritual well-being of personnel under conditions inducive to morality and 
l¢ mperance,. 

3. Sratuory AvutHority.—Section 6, Public Law 51, 82d Congress, approved 
19 June 1951 (page 10, AFBul 28, 8 July 1951) provides 

“Sec. 6. The Secretary of Defense is authorized to make such regulations 
as he may deem to be appropriate governing the sale, consumption, possession 
of or traffic in beer, wine, or any other intoxicating liquors to or by members 
of the Armed Forces or the National Security Training Corps at or near any 
camp, station, post, or other place primarily occupied by members of the 
Armed Forces or National Security Training Corps. Any person, corpora- 
tion, partnership, or association who knowingly violates the regulations 
which may be made hereunder shall, unless otherwise punishable under the 
Uniform Code of Military Justice, be deemed guilty of a misdemeanor and 
be punished by a fine of not more than $1,000 or imprisonment for not more 
than twelve months, or both.” 

1. PrivitecEes.—The following privileges are authorized: 

a. The possession and use of alcoholic beverages in public quarters other than 
barracks assigned to airmen. 

b. The dispensing of alcoholic beverages in open messes for consumption on 
the premises. 

c. The sale, by open messes, of alcoholic beverages by the bottle in reasonable 
quantity limits to members of the armed forces for their personal use. 

5. Contron Merasures.— Commanders will issue instructions covering the 
dispensing, sale, possession, and use of aleoholie beverages. These instructions 
will include but need not be limited to the following: 

a. Establishment of hours for the dispensing of aleoholic beverages. 

b. Prohibition against the possession of and the dispensing or service of intoxi- 
cating beverages to persons under 21 vears of age. 

c. Pronibition of the employment of any person under 21 years of age as bar- 
tender or in any other capacity involving the dispensing or sale of intoxicating 
beverages. 

d. Probibition against the sale of alcoholic beverages to persons unauthorized 
to make purchases in open messes. 

e. Prohibition against the resale or barter of alcoholic beverages purchased in 
open messes. Open messes dispensing bottle goods will mark each bottle by 
means of a decalcomania with a notation giving the name and location of the 
open mess making the sale. 

6. Taxation.—The provisions of the Internal Revenue Code of the United 
States apply to the sale of alcoholic beverages on Air Force bases and installations. 
Open messes are Federal instrumentalities and as such enjoy certain immunity 
from State taxes. Questions of applicability of State taxes will be forwarded to 
the commander of the appropriate command who, in turn, will forward the 
question, accompanied by the opinion of the staff judge advocate, to The Judge 
(Advocate General, USAF, for final decision. (See paragraph 5f, AFR 110-3 
23 September 1949.) 

By ORDER OF THE SECRETARY OF THE AIR FORCE: 

N. F. TWINING 
OFFICIAL: Chief of Staff, United States Air Force 
K, E. THIEBAUD 
Colonel, USAF 
Air Adjutant General 


DISTRIBUTION: 
E; F 
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AFR 34-58 
1-4 


AIR FORCE REGULATION) DEPARTMENT OF THE AIR FORCE, 
No. 34-58 { WASHINGTON, 25 August 195 


PERSONNEL SERVICES 


OPERATION OF OFFICERS’ AND NONCOMMISSIONED OFFICERS’ OPEN MeEsspe:s 


Paragr 
Purpose and Scope 
Policy 
Statutory Authority 
Commissioned Officers’ and Noncommissioned Officers’ Open Messes 
Federal Taxes 
State, Territorial, and Local Taxes 
Sale of Aleoholic Beverages 
Procurement of Alcoholic Beverages 
Decalcomanias 
Package Liquor Sales 
Privileges of Using Package Liquor Outlets 
Administration of Package Liquor Sales... 
Compliance with Burezu of Internal Revenue Regulations 

1. Purpose aNo Scorpge.—This Regulation prescribes the policies and _ pro- 
cedures regarding the control of resale of alcoholic beverages by open messes 
provides information pertaining to the applicability of Federal, Territorial, State 
and local taxes. The provisions of this Regulation apply to Air Force activities 
within the continental limits of the United States, its Territories and Possessions 

2. Po.icy. 

a. Office of the Secretary of Defense —Department of Defense Directive Number 
1330.1, Regulations for the Control of Aleohotic Beverages, 15 February 1952 
states s: 

‘The established policy of the Department of Defense with respect to the 
control, in accord with existing law, of the use of alcoholic beverages by 
members of the Armed Forces is to encourage abstinence, enforce moderation, 
and punish overindulgence . . . ; however, subject to these limitations such 
controls shall not discriminate against members of the Armed Forces to 
deny them the rights and privileges of other citizens. e 

b Air Force—The Air Force policy for the control of alcoholic beverages is 
contained in AFR 34-57. 

3. Srarutory AuTHoRITY.—Section 6, Public Law 51, 82d Congress, approved 
19 June 1951 (page 10, AF Bul 28, 8 July 1951) provides: 

“Sec. 6. The Secretary of Defense is authorized to make such regulations 
as he may deem to be appropriate governing the sale, consumption, posses- 
sion of or traffic in beer, wine, or any other intoxicating liquors to or bj 
members of the Armed Forces or the National Security Training Corps at or 
near any camp, station, post, or other place primarily occupied by members 
of the Armed Forces or National Security Training Corps. Any person, 
corporation, partnership, or association who knowingly violates the regula- 
tions which may be made hereunder shall, unless otherwise punishable 
under the Uniform Code of Military Justice, be deemed guilty of a misde- 
meanor and be punished by a fine of not more than $1,000 or imprisonment 
for not more than twelve months, or both.”’ 

4. COMMISSIONED OFFICERS’ AND NONCOMMISSIONED OFFICERS’ OPEN MEs- 
SES. 

a. Mission.—Commissioned officers’ and noncommissioned officers’ open mes- 
ses are established primarily for the purpose of providing social and recreational 
faciiities, meals, and refreshments for commissioned officers and noncommis- 
sioned officers of the Air Force on active duty. 

. Activities.—Officers’ and noncommissioned officers’ open messes are defined 
in AFR 176-1 and AFR 176-11. 

5. FEDERAL TaxEs.— 

a. Legal Status.—Officers’ and noncommissioned officers’ open messes are 
instrumentalities of the Government, deemed essential for the performance of 
governmental functions, and are entitled to whatever immunities the Air Force 
may have under the Constitution and Statutes. The Supreme Court has held 
that Army Post Exchanges are governmental instrumentalities (Standard Oil v 
Johnson 316 US 481). This ruling, by analogy, applies equally to commissioned 
officers’ and noncommissioned officers’ open messes. 
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b. Federal Taxes Applicable—Commissioned officers’ and noncommissioned 
officers’ open messes are liable for the payment of the folloving federal taxes: 

(1) Federal Income Taxes— Withholding—to be deducted from all salaries, 

wages, and other compensation paid from mess funds to employees of 
messes located within the continental United States, Alaska, Hawaii, 
Puerto Rico, and the Virgin Islands, and to all United States citizen em- 
ployees of messes outside those areas. 
Note: Does include part-time civilian employees as well as enlisted 
personnel compensated from mess funds for work performed in off-duty 
hours. (Part-time employees may file Form W-4 and claim same ex- 
emptions for extra compensation as they have shown for regular com- 
pensation.) 

2) Social Security Taxes (Federal Insurance Contributions Act)—effective 1 
January 1951 this tax is applicable to all salaries, wages, and other 
compensation paid from open mess funds to civilian employees of messes 
located within the continental United States, Alaska, Hawaii, Puerto 
Rico, and the Virgin Islands, and to all United States citizen employees 
of messes outside those areas. 

Note: Does include all full-time and part-time civilian employees paid 
from. open mess funds. Does not apply to enlisted personnel sompen- 
sated from mess funds for work performed in off-duty hours. 

Employees’ compensation for social security tax purposes and _ in 


certain cases for withholding tax purposes includes the fair market value | 
of meals furnished without charge b:' the employer in addition to cash 
wages. 


If a service charge instead of time is collected by the employer for 
distribution to employees, this must be included in compensation for 
social security and withholding tax purposes, and the employer must 
match the employee’s contribution (F.1.C.A.) on the same basis as 
regular wages. 

3) Federal Excise Taxes—Occupational Taxes—applicable only within con- 


tinental United States, Alaska, and Hawaii: 
References to Internal 
Revenue Code 


(a) Retail dealers in liquors: $50 a year. Sec. 3250 (b) (1) 
(b) Retail dealer in malt liquors only: $22 a year. Sec. 3250 (e) 
(c) Coin-operated music and amusement ma- 
chines: $10 a year on each machine. Sec. 3267 
(d) Bowling alleys, billiard and pool tables: $20 
per year on each alley or table. Effective |! 
July 1952 these are tax exempt if maintained 
exclusively for use of members of the armed 
services and if no charge is made for their use. Sec. 3268 
c. Federal Taxes Paid Indirectly.—The below-listed taxes on articles or services 
must be paid by the person upon whom the taxes are levied, regardless of the fact 
that the articles or services may be furnished for the use of, or for sale in, officers’ 
or noncommissioned officers’ open messes. (However, in general, there is pro- 
vision for exemption from such taxes when the articles or services are sold to an 


open mess outside the United States and its Territories.) 
References to Internal 
Rerenue Coue 


(1) Aleoholic liquors tax Sec. 2800 (a) (1), 
3030 (a) 

(2) Malt liquors tax See. 2150 et seq 

(3) Tobacco tax Sec. 2000 et seq 


1) Manufacturers’ excise taxes (tires, tubes, auto- 
mobiles, gasoline, matches, refrigerators, air- 
conditioning units, sporting goods, business 


machines, radios, and so forth) Sec. 3400 et seq 
(5) Playing cards Sec. 1807 (a), 1830 
(6) Toilet preparations used or sold in barber shops Sec. 2402, 2406 (a 
(7) Transportation tax (persons or property) Sec. 3469, 3475 


d. Federal Taxes Not Applicable. 
(1) Federal Income Tazxes.—Officers’ and noncommissioned officers’ open 
messes are exempt from payment of Federal income taxes, and are not 
required to file returns. 
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Federal Telegraph, Telephone, Radio and Cable Facilities Tax (IRC3465 

Officers’ and noncommissioned officers’ open messes are exempt fron 

payment of the Federal Communication Tax on the following types of 

communications (official use only): 

a) Long distance telephone or radio telephone messages. 
Local telephone services. 
Domestic telegraph, cable, or radio dispatch messages. No cer- 
tificate of exemption is necessary for the purpose of establishing 
exemption from the tax on amounts paid directly for telephon: 
telegraph, radio, and cable services or facilities. An officers’ or 
noncommissioned officers’ open mess may note on any bill submitted 
that it is an instrumentality of the United States. This exemption 
applies only to official calls and services, and does not apply to 
telephones provided at open mess expense for unofficial use of 
patrons or to personal calls made through the facilities of the ope: 
mess. 

e. Communications with Federal Authorities —All communications with Federal 
authorities regarding taxation and Federal regulations affecting messes, including 
requests for refunds and correspondence involving controversies as to the liability 
for taxes, will be cleared through official channels with The Judge Advocate 
General, USAF, before any action is taken. (See paragraph 5f, AFR 110-3, 
23 September 1949.) 

6. Stare, TERRITORIAL, AND Locat TAXxEs.— 

a. Applicability of State Tazes. 

(1) Instrumentalities of the United States Government are not subject to 

direct taxation by State or local taxing authorities, except when author- 
ized by Federal Statute. 
All communications, including the initiation of inquiries or replies to 
State officials, on matters pertaining to taxation, regulation, and so 
forth, of liquors, tobacco products, soft drinks, automobiles, and so 
forth, will be cleared through official channels with The Judge Advocate 
General, USAF, before any action is taken. (See paragraph: 5f, AFR 
110-3, 23 September 1949.) 

b. State Liquor Tazxes.—In certain instances The Judge Advocate General, 
USAF, has advised commissioned officers’ and noncommissioned officers’ open 
messes, as a matter of policy, to comply with State regulations pertaining to the 
procurement and sale of liquors. As regulations vary between the various States 
and Territories, applicability of State liquor laws should be ascertained by The 
Judze Advocate General, USAF. 

c. State Taxes Not Applicable-—Commissioned officers’ and noncommissioned 
officers’ open messes are exempt from the payment of the following State, Terri- 
torial, and local taxes: 

(1) Unemployment insurance taxes and contributions. 

(2) Income taxes. 

(3) Real estate and personal property taxes. 

(4) Sales, use, and license taxes on property purchased for consumption or 
resale, to the same extent, that the United States Government is entitled 
to exemption from such taxes. 

(5) Gasoline taxes, same exemptions as the United States Government. 

d. State Tax-Free Tobacco Products and Soft Drinks.—Tobacco products and 
soft drinks free of State tax may be sold to military personnel. However, tax-free 
sales will be restricted to: 

(1) Officers and noncommissioned officers of the United States Armed Services 

and their Reserve components on active duty, on the retired list with pay, 
or on training duty for a period in excess of 72 hours. 
Officer and noncommissioned officer members of Reserve components 
attending authorized drills for a period of less than 72 hours, provided 
that sales will be made only during the period such members are actually 
on duty and will be limited to quantities which reasonably may be con- 
sumed while on duty, or to the minimum unit of sale, for example, one 
cigar, one package of cigarettes, one package of tobacco, one bottle of 
soft drink 

e. Vending Machines.—State tax-free tobacco products and soft drinks will 
not be sold in vending machines. ’ 

f. State Tax Paid Sales.—If desired, tobacco products and soft drinks upon 
which the State tax has been paid may be stocked for sale to authorized purchasers 
without restriction. 
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W thholding of State or Territorial Ir yme Taxes When the Federal Gov- 
iment, pursuant to Executive Order 10407, 6 November 1952, has entered into 
agreement with a State or Territory providing for the withholding of State or 

lerritorial income taxes from the pay of civilian employees of the Government, 
same withholding provisions will apply to civilian employees of officers’ and 
necommissioned officers’ open messes. Open messes are authorized to withhold 
taxes and remit same to the State or Territory as required. This does not 
stitute authority to withhold State or Territorial taxes from the pay of 
sted persons compensated from mess funds for work performed in off-duty 
irs 
7. SALE OF ALCOHOLIC BEVERAGES.—Commissioned officers’ and noncommis- 
ned officers’ open messes are permitted, subject to regulations established by 
mmanders of major air commands, to have bars and cocktail lounges where 
beer, wine, and distilled spirits may be sold to authorized purchasers. Com 
nanders will issue detailed control instructions, conforming in general to applicable 
cal laws, which will include: 

Kstablishment of hours for the dispensing of alcoholic beverages 
b. Prohibition against the possession of and the dispensing or service of intoxi- 

cating beverages to persons under 21 years of age. 

c. Prohibition of the employment of any persons under 21 years of age as bar- 
tender or in any other capacity involving the dispensing or sale of intoxicating 
peverages. 

d. Prohibition against the sale of alcoholic beverages to persons unauthorized 
to make purchases in open messes. 

e. Prohibition against the resale or barter of alcoholic beverages purchased in 
open messes. 

8. PROCUREMENT OF ALCOHOLIC BEVERAGES.—Commanders of major air com- 
mands will inform each open mess under their jurisdiction which procurement 
method is to be used. If authorized, by the commander of the major air command, 
officers’ and noncommissioned officers’ open messes may obtain supplies of alco- 
holic beverages by either of the following methods: 

a. By procurement direct from distillers, wholesalers, or brokers. Special 
brand labels for a mess or messes are prohibited. 

b. By placing orders with an open mess acting as a central procurement source. 
Orders will be accompanied by a’check to pay for the estimated cost of the mer- 
chandise, transportation, insurance, and so forth. Orders so received will be con- 
solidated into one group order. Delivery may be made direct to the individual 
open mess or to the central procurement source for redistribution in accordance 
with orders received. However, a central procurement source will not stock 
alcoholic beverages for resale to other open messes, unless a federal license as a 
wholesale liquor dealer has been obtained. 

9, DecALCOMANIAS.—Each bottle of distilled spirits, wine, cordial, or liquor 
received by an officers’ or noncommissioned officers’ open mess, wherever located, 
will be identified by an officers’ or noncommissioned officers’ open mess decal- 
comania. Policies governing procurement and distribution of decalcomanias will 
be contained in separate instructions. 

10. PacaKGE Liquor SALzEs. 

a. Subject to regulations established by the commander of the major air 
command, commissioned officers’ and noncommissioned officers’ open messes 
may operate package liquor outlets for the sale of beer, wine, and distilled spirits 
by the bottle. 

b. Sales of package liquors will be made only in the space physically set aside 
for this purpose and not over the bar. 

c. Except in the event of disestablishment of the open mess, package liquors 
will not be sold to any other open mess, unless a federal license as a wholesale 
liquor dealer has been purchased. (The foregoing restriction does not apply to 
open messes located outside the continental United States, Alaska, and Hawaii.) 
In no case may sales be made to clubs, groups, or organizations outside the Air 
Force, or to any individual who has combined orders and is purchasing for other 
persons. 

11. Priviteces or Ustne Packace Liqvor Ovriets.—The package liquor 
outlet is for the use of commissioned officers and noncommissioned officers of the 
Air Force on active cuty. If supplies are adequate, privileges may be extended 
by the commander to commissioned and noncommissioned officers of all armed 
services of the United States and foreign nations on active duty (including active 
duty for training) or on the retired list with pay, and to officers of the U. S. Coast 
and Geodetic Survey and the U. 8. Public Health Service on active duty 
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12. ADMINISTRATOR OF PackaGE Liquor SaLes.—Positive identification 
every purchaser of package liquors will be required. The DD Form 2AF, Identi- 
fication Card for Officers and Airmen on Active Duty,” will be used for this 
purpose 

a. Because persons transporting alcoholic beverages off-base become subject t 
the laws of the State, district, Territory, or foreign country within which the 
activity is located, and in order to maintain suitable control over package anor 
sales and for the protection of the open roa ss concerned, all open messes, where 
located, will use a sales slip to record each sale of alcoholic beverages by the bott! 
The sale s slip will show quantity, trade name, and decaleomania number of ea 
bottle of distilled spirits, wine, cordial, and liquor. The purchaser, at the tim« at 

each purchase, will sign the following statement which will be plainly printed or 
stamped on each sales slip: 

I hereby agree that the alcoholic beverages purchased by me from (name 
of open mess, location) will not be resold or exchanged, and will not be trans- 
ported off the property over which the Air Force has jurisdiction except ir 
accoidance with the laws of the State, district, Territory, or country int 
which said aleoholic beverages are removed, and then only when permitted 
by proper authority.”’ 


Signed Rank or Grade 
Service No Date 


b. In each package liquor department, a notice will be conspicuously poste: 
stating the State, district, Territorial, or local law regarding the maximum quap- 
tity of alcoholic beverages, free of State, district, Territorial, or local taxes, whic! 
legally may be transported into or through the State, district, or Territory withir 
which the open mess is located. This notice will be specifically brought to the 
attention of purchasers. (See paragraph 6a(2) 

13. CoMPLIAHCE WITH BuREAU OF INTERNAL REVENUE REGULATIONS.— All 
open messes operating bars or package stores are required to comply with the 
Bureau of Internal Revenue Regulations applicable to retail liquor dealers i: 
fermented malt liquor. Copies of these regulations, Bureau of Internal Revenu 
Notice Form 939, should be obtained from the District Supervisor of the Alcoholic: 
and Tobacco Tax Division. 

By ORDER OF THE SECRETARY OF THE AIR FORCE: 
OFFICIAL: N. F. TWINING 
Chief of Staff, United States Air Force 
kK. E. THIEBAUD 

Colonel, USAF 

Air Adjutant General 
DISTRIBUTION: 

EK; F 


INFORMATION ON THE SALE OF PacKAGED LIQUORS IN THE MARINE Corps 


The Marine Corps operates no package liquor stores as separate entities 
Packaged liquors are sold only by Commissioned Officers’ Messes and Staff 
Noncommissioned Officers’ Clubs of the regular establishment as authorized by 
Marine Corps General Order Number 124 of 25 March 1953. Clubs and messes 
are established only when approved by the Commandant of the Marine Corps. 

Packaged liquor outlets function as an integral part of Commissioned Officers’ 
Messes and Staff Noncommissioned Officers’ Clubs, the nominal profits derived 
from the sales serving as a source of funds to promote well-being, morale, and 
contentment through parties and entertainment for the members of these 
activities. 

Authorized individual purchasers are required by regulations to execute an 
agreement that no liquor will be sold or exchanged and that by transporting 
liquor off the military reservation the purchaser becomes subject to the laws of 
the State, District, or Territory into which the alcoholic beverages are moved 
Marine Corps regulations specifically provide that Commanding Officers will 
issue detailed controlling instructions which shall be in conformity with applicabl 
local, state, or territorial laws in which the sales outlet is located. 

Regulations prohibit the use of personnel enlisted for general duty in Com 
missioned Officers’ Messes in any capacity other than administrative or super 
visory, or for janitorial or maintenance services involving public buildings. This 
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striction also applies to Staff Noncommissioned Officers’ Clubs and Enlisted 

ibs except in those cases where competent civilian labor is not available or 

e cost of such prohibitive. 

Civil Service personnel may be assigned duty in messes and clubs only for 
anitorial and maintenance services involving public buildings, such services not 

cluding housekeeping chores in individual quarters, Civil Service personnel 
iay, if they so volunteer, be employed by messes and elubs during their off-duty 
hours. This privilege is also extended to general duty military personnel, pro- 

led such employment does not interfere with the performance of their regular 
ties. 

No Marine or civilian employee under 21 years of age may be used in any 

apacity by any activity in which he must dispense alcoholic content. All civilian 
mployees and enlisted personnel who volunteer for off-duty employment must 
be paid from non-appropriated funds of the mess or club concerned. 

The regulations governing the dispensing of alcoholic beverages by Marine 
Corps activities are: Department of Defense Directive 110.15-1—Regulations for 
the Control of Alcoholic Beverages; Article 1269 Navy Regulations—Alcoholic 
Liquors; Navy Department General Order Number 15—Alcoholie Liquors; Marine 
Corps General Order Number 124—Alcoholic Beverages; Paragraph 19353 Marine 
Corps Manual which requires authorization by the Commandant of the Marine 
Corps for Marine Corps Messes and Clubs to sell alcoholic beverages; all of which 
are enclosed herewith. In addition to these listed, each separate activity is re- 
juired to promulgate and enforce such regulations as may be required to insure 

ynformity with the laws of the State, District, or Territory in which it is located, 


ARINE Corps GENERAL ORDER) 
No. 124 j 


ALCOHOLIC BEVERAGES 


a) SecNav itr Ser 3193P21 of 28 Jul 1947 to CMC 
(b) Navy Department GenOrd No. 15 of 4 Nov 1948 
(ec) Article 1269, Navy Regulations 


1. Reference (a) defines alcoholic beverages to be all beverages containing in 
excess of 3.2 per centum of alcohol by weight The term “‘aleoholic beverages’’ 
vhen referred to in this General Order shall include beer, ale, wine, whiskey, 
rum, gin, and all similar fermented or distilled beverages. 

2. The possession and use of alcoholic beverages for beverage purposes within 
shore activities under naval jurisdiction are authorized in officers’ quarters and 
publie quarters, other than barracks, assigned to enlisted personnel and civilian 

nployees. 

3. a. The sale and consumption of beer and ale of regular commercial strength 
is authorized in all Marine Corps exchanges and authorized clubs and messes. 

b. The sale of beer and ale of regular commercial strength in case lots for off- 
station consumption is authorized at Marine Corps exchanges to service personnel, 
active and retired, and their dependents. 

1, The sale and consumption of alcoholic beverages, when approved by the 
Commandant of the Marine Corps, is authorized in: 

a. Officers’ Messes and Staff Noncommissioned Officers’ Clubs. 

b. Enlisted clubs and other recreation centers of enlisted personnel and civilian 
employees beyond the continental limits of the United States. 

5. Packaged sales of alcoholic beverages in addition to beer and ale of regular 
commercial strength, for off-station consumption are authorized in clubs and 
messes to the following: 

a. Officers of the regular establishment of the Marine Corps. 

b. Officers of the Marine Corps Reserve on active duty for a period of more 
than three days. 

c. Officers of the Marine Corps, Navy, Marine Corps Reserve, and Naval 
Reserve on the retired list. 

d. Officers of other branches of the United States Armed Forces and foreign 
governments on active duty or retired list when authorized by the commanding 
officer. 

e. In addition, such sales are authorized to the following within the continental 
limits of the United States when authorized by the Commandant of the Marine 
Corps: 


35810—54 
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(1) Staff noncommissioned officers of the regular establishment of the Marin, 
Corps 

(2) Staff noncommissioned officers of the Marine Corps Reserve on active duty 
for a period of more than three days 

(3) Staff noncommissioned officers, or equivalent, of other branches of the 
Armed Forces of the United States and foreign governments attached to the 
command the club serves 

f. Such sales are also authorized to the following beyond the continental limits 
of the United States: 

(1) Enlisted Marine Corps personnel 

(2) Enlisted Marine Corps Reserve personnel on active duty for a period of 
more than three days 

(3) Enlisted personnel of other branches of the Armed Forces of the United 
States and foreign governments attached to the command which the club serves. 

6. The following administrative regulations will govern the sales procedure and 
control of alcoholic beverages packaged sales: 

a. Persons transporting alcoholic beverages off of a Naval Reservation become 
subject to the laws of the District, State, or Territory within which the station is 
located. Therefore, before authorized personnel are permitted to purchase alco- 
holic beverages for off-station consumption, they shall be required to sign the 
following agreement which shall be kept on file in the mess or club as long as the 
person is extended the privilege thereof: 

“T hereby agree that any alcoholic beverage purchased by me from (name 
of mess or club, location) will not be resold or exchanged, and will not be 
transported off the property over which the Navy has jurisdiction except in 
accordance With the laws of the District, State, or Territory into which such 
alcoholic beverages are removed, and then only when permitted by the cogni- 
zant naval authority. 


Signed - —— a 
Date... . Service No. 


b. To further control the sale of aleoholic beverages for off-station consumption, 
each mess or club will use duplicate sales slips for all transactions of this nature. 
The original and one copy of these slips will be prepared for each sale and will 
show the kind of beverages by trade name and quantity. The original will then 
be signed by the purchaser with his name, rank and service number. The sales 
slip will be retained in the files of the mess or club for 90 days, after which time it 
may be destroyed. The duplicate will be presented to the purchaser at the time 
of sale. 

c. Each person who is privileged to purchase alcoholic beverages for off-station 
consumption will be furnished a card of identification. A card showing merely 
that the person is entitled to the privilege of the mess or club is recommended 
without mention of any other privileges. Authority to issue the identification 
may be delegated to the mess or club treasurer, and will be valid only at the mess 
or club issuing the card. Cards should be valid for a calendar year and a different 
color used foreach year. The card should be issued at the time the agreement con- 
tained in paragraph 6.a is signed. 

7. Marine or civilian personnel under twenty-one years of age shall not be em- 
ployed in officers’ messes, enlisted men’s clubs, exchanges, or other activities, as 
bartenders, or in any similar capacity involving the dispensing of beer, regardless 
of alcoholic content, and alcoholic beverages. 

8. Commanding officers will issue necessary detailed control instructions which 
shall be in conformity with applicable local, state, or territorial laws or regulations, 
including prohibition of sales to minors, as provided by these laws or regulations. 

9. The sale or dispensing of beverages containing alcohol, regardless of amount, 
in officer or enlisted clubs and messes and recreation centers of the Organized 
Marine Corps Reserve is prohibited. Officers’ me&ses and wine messes which 
have been set up in certain state armories in sections of such buildings restricted 
to state use are considered to be outside Marine Corps jurisdiction for this purpose. 

10. Paragraph 5. of reference (b) contains regulations pertaining to the trans- 
portation of alcoholic beverages. 

11. Messes and clubs now in operation which were authorized prior to publica- 
tion of this General Order, to sell and dispense alcoholic beverages may continue 
to do so and are not required to request additional authority. 

12. Nothing in this General Order shall be constrved as changing or in any way 
modifying the provisions of reference (c) or relieving a commanding officer of his 
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responsibility to regulate the use of alcoholic liquors within the limits of his 
command. 
By COMMAND or GENERAL LEMUEL C. SHEPHERD, JR. 
G. C,. THOoMAs, 
Lieutenant General, U. S. Marine Corps, 


Chief of Staff. 


A. M. Rogsuck, 
Major, U. S. Marine Corps. 
Publications Officer. 


OFFICIAL: 


[Extracts from the Marine Corps Manual, 1949] 
PARAGRAPH 195353 


AUTHORIZATION FOR SALE AND USE OF ALCOHOLIC BEVERAGES 


1. Authority to permit the sale and use of alcoholic beverages, other than beer 
and ale, for drinking purposes within the club or for sale of package liquor for 
off-premise consumption shall be obtained from the Commandant of the Marine 
Corps. Requests for this authority will be forwarded via the appropriate naval 
district commandant and will include the following information: 

(a) Name and location of the staff noncommissioned officers’ club. 

(b) Approximate number of members participating in the activity. 

(ec) Whether to be for sale and use on premises or package sale for off-premise 
consumption, or both. 


GENERAL es NAVY DEPARTMENT, 
No. 15 Wasuinaton, D. C., 4 November 1948. 


AtcoHoLic Liquors 


1. Nothing in this general order shall be construed as changing or in any way 


modifying the provisions of U. S. Navy Regulations relating to alcoholic liquors 
or relieving a commanding officer of his responsibility to regulate the use of alco- 
holic liquors within the limits of his command. 

2. The possession and use of alcoholic liquors for beverage purposes within 
shore activities under naval jurisdiction are authorized in officers’ quarters and in 
those public quarters, other than barracks, assigned to civilian employees and 
enlisted personnel. 

3. Commanders-in-chief and such senior commanders of overseas areas as they 
may delegate for the purpose, the Commandant of the Marine Corps, command- 
ants of naval districts or river commands, and the Chief of Naval Air Training 
are authorized to review and approve requests by commanding officers to permit 
the following privileges within the limits of their commands: 

(a) The sale and consumption of alcoholic liquors in officers’ messes, chief petty 
officers’ messes (Open), and staff noncommissioned officers’ clubs both within and 
beyond the continental United States. This privilege may also be extended to 
the clubs and recreation centers of enlisted personnel and civilian employees be- 
yond the continental limits of the United States. 

(b) The sale and consumption of beer and ale of regular commercial strength 
in ship’s service stores, post exchanges, enlisted men’s clubs and recreation centers, 
and in ship’s stores of those activities having no ship’s service stores both within 
and beyond the continental United States. 

4. Subject to such administrative regulations as the Chief of Naval Personnel 
or the Commandant of the Marine Clrps may issue, commanding officers shall 
issue detailed control instructions which shall include prohibition of sales to minors 
and shall be in conformity with applicable local laws. No person in the naval 
service under twenty-one years of age shall be employed as bartender or in any 
other capacity involving the dispensing of alcoholic liquors. 

5. (a) Transportation of alcoholic liquors as cargo consigned to overseas bases 
for use in authorized activities of such bases is authorized in naval vessels and air- 
craft. 

(b) Transportation of beer and ale of regular commercial strength, for sale 
to ship’s personnel sent ashore at isolated points outside the continental limits 
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of the United States not having adequate recreational facilities, is authorized in 
naval vessels 
(c) All alcoholic liquors transported as provided in this paragraph shall at all 
times be maintained under proper surveillance. 
JOHN NicHo.Las Brown, 
Acting Secretary of the Navy. 


ARTICLE 1269 Navy REGULATIONS—ALCOHOLIC LIQUORS 


1269. Alcoholic Liquors. 


1. The introduction, possession, or use of alcoholic liquors for beverage purposes 
on board any ship, craft, or aircraft of the Navy is prohibited: Provided, That 
the Secretary of the Navy may authorize, at his discretion, the transportation of 
alcoholic liquors as cargo in ships, craft, or aircraft of the Navy for use of Govern- 
ment activities ashore outside the continental limits of the United States. 

2. The introduction, possession, or use of alcoholic liquors for beverage purposes 
or for sale is prohibited within naval shipyards, marine barracks, naval stations, 
and other places ashore under the jurisdiction of the Navy Department which 
are located in States, Territories, or insular possessions in which the possession 
or use of such liquors for beverage purposes is not permitted by law. Subject 
to the foregoing, the introduction, possession, and use of alcoholic liquors for 
beverage purposes are authorized within naval stations and other places ashore 
under naval jurisdiction, to the extent and in such manner as the Secretary of 
the Navy may prescribe. 


DEPARTMENT OF THE Navy, 
HEADQUARTERS UNITED STaTES MARINE Corps, 
Washington 25, D. C., 16 July 1953. 
From: Commandant of the Marine Corps. 
To: Distribution List 
Subj: Decaleomanias on Alcoholic Beverages, use of. 


1. Each bottle of distilled spirits, wine, cordial, or liqueur received by any 
Marine Corps mess or club authorized to sell alcoholic beverages, shall be identi- 
fied by a decalcomania. Each bottle, whether sold as packaged goods or by the 


drink over the bar, shall have a decalcomania affixed thereto immediately upon 
opening the case. 

2. The serial number of the decalcomania on any bottle sold as packaged goods 
shall be recorded on the sales slip signed by the purchaser. A record shall be 
kept of the serial numbers of all decaleomanias affixed to bottles used by the bar. 
All records kept will be of a permanent nature and subject to inspection. 

3. Decalcomanias shall be obtained from the Personnel Department, Special 
Services Branch, Headquarters, Marine Corps (Code DSQ). They are available 
only in 5,000 lots, or multiples thereof, at a cost of $10.25 per 5,000. Checks in 
payment thereof should accompany the request and should be made payable to 
the Custodian, Marine Mess Fund. 

4. Orders for decalcomanias shall be submitted immediately. Due to the 
limited number currently available to this Headquarters, it is requested that 
orders placed for decaleomanias by each activity not exceed a ninety day supply. 
Those messes and clubs currently using decalcomanias may exhaust their present 
supply prior to placing their order with this Headquarters. Pending receipt of 
decalecomanias alcoholic beverages may continue to be sold in compliance with 
existing regulations. 

R. H. Rincety, Jr., 


(By direction). 
Distribution List: 


Jommandant, Marine Corps Schools, Quantico, Va. 

Commanding General, Marine Corps Air Station, Cherry Point, N. C. 

Commanding General, Marine Corps Recruit Depot, San Diego, Calif. 

Commanding General, Marine Barracks, Camp Lejeune, N. C. 

Commanding General, Marine Barracks, Camp Pendleton, Calif. 

Commanding General, Marine Corps Recruit Depot, Parris Island, 8. C. 

Commanding General, Fleet Marine Force, Atlantic, U. 5S. Naval Base, 
Norfolk, Va. 

Commanding General, 2d Marine Division, Fleet Marine Force, Camp 
Lejeune, N. C, 
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Commanding General, Ist Marine Division, Fleet Marine Force, c/o Fleet 
Post Office, San Francisco, Calif. 

Commanding General, Marine Corps Depot of Supplies, Albany, Ga. 

Commanding Officer, Marine Corps Air Station, El Toro (Santa Ana), Calif. 

Commanding Officer, Marine Corps Air Station, Miami, Fla. 

Commanding Officer, Marine Corps Air Station, Navy No. 990, c/o Fleet 
Post Office, San Francisco, Calif. 

Commanding Officer, Marine Barracks, 8th and I Streets, SE., Washington, 
D. C. 

Commanding Officer, Marine Corps Air Facility, Santa Ana, Calif. 

Commanding Officer, Marine Corps Forwarding Depot, Portsmouth, Va. 

Commanding Officer, Marine Corps Supply Annex, Barstow, Calif. 

Commanding Officer, Marine Barracks, U. 8. Naval Operating 

Base, Navy No. 115, e/o Fleet Post Office, New York, N. Y. 

Commanding Officer, Marine Barracks, Navy No. 116, c/o Fleet Post Office, 
New York, N. Y. 

Commanding Officer, Marine Barracks, U. 8. Naval Station, Navy No. 3002, 
c/o Fleet Post Office, New York, N. Y. 

Commanding Officer, Headquarters Battalion, Headquarters, U. 8S. Marine 
Corps, Washington, D. C. 

Commanding Officer, Marine Detachment, U. 8. Naval Station, Navy No. 
230, c/o Postmaster, Seattle, Wash. 

Commanding Officer, Marine Detachment, U. 8. Naval Station, Navy No. 
127, c/o Postmaster, Seattle, Wash. 

Commanding Officer, Marine Barracks, Naval Air Station, Navy No. 14, 
c/o Fleet Post Office, San Francisco, Calif. 

Commanding Officer, Marine Barracks, U. S. Naval Base, Navy No. 926, 
c/o Fleet Post Office, San Francisco, Calif. 

Commanding Officer, lst Provisional Casual Company, c/o Fleet Post Office, 
San Francisco, Calif. 

Commanding Officer, Camp Catlin, Fleet Marine Force, Pacific, c/o Fleet 
Post Office, San Francisco, Calif. 

Commanding Officer, Marine Barracks, U. 8. Naval Station, Navy No. 824, 
c/o Fleet Post Office, San Francisco, Calif. 


16 Juty 1953. 


STATEMENT CONCERNING Navy DEPARTMENT’S METHODs OF DISPENSING 
ALCOHOLIC BEVERAGES 


In accordance with regulations of the Department of the Navy, liquor stores 
are operated as a part of officially authorized Commissioned Officers’ Messes and 
Chief Petty Officers’ Messes within and outside the continental United States, 
and, to a limited extent, in Enlisted Men’s Clubs outside the continental United 
States. The full text of operating regulations is furnished herewith, and the 
following are pertinent excerpts therefrom: 

a. U. S. Navy Regulations, 1948, issued in accordance with the provisions of 
section 1547 of the Revised Statutes of the United States, and approved by the 
President of the United States, states: 

“The introduction, possession, or use of alcoholic liquors for beverage purposes 
or for sale is prohibited within naval shipyards, marine barracks, naval stations, 
and other places ashore under the jurisdiction of the Navy Department which 
are located in States, Territories, or insular possessions in which the possession 
or use of such liquors for beverage purposes is not permitted by law. Subject to 
the foregoing, the introduction, possession, and use of alcoholic liquors for bev- 
erage purposes are authorized within naval stations and other places ashore under 
naval jurisdiction, to the extent and in such manner as the Secretary of the Navy 
may prescribe.” 

b. Navy Department General Order No. 15, dated 4 November 1948, authorizes 
the sale and consumption of alcoholic liquor to Officers’ Messes, Chief Petty Offi- 
cers’ Messes OPEN, and Staff Noncommissioned Officers’ Clubs, both within and 
beyond continental United States, and to clubs and recreation centers of enlisted 
personnel and civilian employees beyond the continental limits of the United 
States. It authorizes the sale and consumption of beer and ale of regular com- 
mercial strength in ship’s service stores, post exchanges, enlisted men’s clubs and 
recreation centers and in ship’s stores of those activities having no ship’s service 
stores both within and beyond the continental United States. General Order 
No. 15 states that subject to such administrative regulations as the Chief of 
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Naval Personnel or the Commandant of the Marine Corps may issue, Command- 
ing Officers shall issue detailed control instructions which shall include prohibition 
of sales to minors and shall be in conformity with applicable local laws. 

c. Bureau of Naval Personnel Manual for Commissioned Officers’ Messes 
Ashore, 1952 (NavPers 15847) and Bureau of Naval Personnel Regulations for 
Chief Petty Officers’ Messes and Enlisted Men’s Clubs Ashore, 1948 (NavPers 
15800) contain detailed instructions for the control of the sale of alcoholic bev- 
erages in Commissioned Officers’ Messes, Chief Petty Officers’ Messes, and 
Enlisted Men’s Clubs. The regulations include provisions for: 

(1) Prohibition of sale to minors. 
(2) Compliance with applicable local laws. 

Concerning sales of package goods, the regulations require: 

(1) Identification of the purchaser as a person authorized to purchase alcoholie 
beverages and the signing of a statement by the purchaser that alcoholic bever- 
ages purchased will not be resold or exchanged and will not be transported off the 
property over which the Navy has jurisdiction except in accordance with the 
laws of the district, state, or territory into which such aleoholic beverages are 
removed and then only when permitted by the cognizant authority. 

(2) The use of sales slips for each sale. 

(3) That each bottle of distilled spirits, wine, cordial, or liqueur received by 
a Mess or Club, wherever located, be identified by a decalcomania supplied by 
the Bureau of Naval Personnel. 

(4) The sale of bottle goods in Chief Petty Officers’ Messes and Enlisted Men’s 
Clubs is restricted to enlisted personnel on active duty, members of the Fleet 
Reserve, and retired enlisted personnel. 

(5) The sale of bottle goods in Commissioned Officers’ Messes is restricted to 
officers of the Navy on active duty; however, if supplies are adequate, privileges 
may be extended by the commanding officer to commissioned officers of all Armed 
Services of the United States and foreign nations on active duty pees active 
duty for training) or on the retired list with pay, and to officers of the U.S. Coast 
and Geodetic Survey and the U. S. Public Health Service on active duty. 

Bureau of Naval Personnel Regulations further require that all Messes and 
Clubs operating bars or package stores comply with the Bureau of Internal Rev- 
enue Regulations applicable to retail liquor dealers and retail dealers in fermented 
malt liquor. 

Alcoholic beverages are not permitted to be sold to civilians and minors. How- 
ever, the definition of a minor varies. The current trend is to follow the local 
applicable laws and customs in each state. 


Mrs. Harpen. Is there a limitation on the amount of alcoholic 
beverages that an individual could purchase? 

Captain Cuappie. Well, there is in certain areas where it is in 
violation of State law to take more than a certain amount across 
from the Federal property into the State. There is no restriction— 
no, I beg your pardon. In certain messes you can go to the extent 
of having little cards punched for every purchase made. In any 
event, the amount of liquor that is purchased by the officers is readily 
obtainable by reading the sales slips because he signs each one. 

However, to implement that and see that certain people aren’t 
purchasing more than they should, certain commanding officers have 
authority to issue the final governing regulations and insist that they 
keep some sort of a list of how much the man bought a month—not 
for any purpose of checking up to see how much whisky he drinks 
himself, but to try to obey ‘Congress’ wishes and keep whiskies from 
getting into unauthorized hands. 

Mrs. Harpen. Thank you. 

(See p. 1089 for letter from Rear Adm. A. C. Richmond, concerning 
sale of liquor by officers’ clubs of the Coast Guard.) 

(See appendix 7 for GAO survey report.) 

Are there any further questions? 

Are there any further statements? If not—— 

Mr. Howarp. Madam President, when you ask if there are any 
further statements, do I understand that would include those organi- 
zations who are opposed to the proposition we have been discussing? 
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Mrs. Harpen. If you have a statement that you would like in- 
cluded in the record—we want to be fair with everyone. 

Will you please give your name for the record? 

Mr. Howarp. I| can give my name and I| can give the name of the 
organization for which | speak. 

Mrs. Harpen. All right. 

Mr. Howarp. I just arrived in the city from 10 days’ absence and 
it would be impossible for me to prepare and file that statement on 
this occasion. What I would like to ask is whether we will have an 
opportunity to present our testimony orally as we have listened to it 
here this afternoon, opposing the proposed legislation. 

Mrs. Harpen. Because of the near adjournment of Congress, we 
were hoping to conclude our oral hearings this afternoon so the 
committee could go into executive session. ‘The committee will be 
very glad to include your written statement in the record if you wish 
to send it around to the committee, and it will be included in the 
hearing. 

Mr. Howarp. I will accept that suggestion, but I would very much 
rather have 1 minute of time on the floor and make an oral statement 
than I would to present a written answer. 

Mrs. HarpEN. At this time do you care to give your name for the 
record? 

Mr. Howarp. I am Dr. Clinton N. Howard. My residence and 
headquarters is 134 Constitution Avenue, and has been for 58 years. 
I am the superintendent of the International Reform Federation. 

Is that sufficient identification? 

Mrs. Harpen. It is perfectly all right for you to go ahead and make 
your statement if you care to now. 

Mr. Howarp. Yes. I would like about 2 minutes. 

Mrs. Harpen. Proceed. 


STATEMENT OF CLINTON N. HOWARD, SUPERINTENDENT OF 
INTERNATIONAL REFORM FEDERATION 


Mr. Howarp. I may say that I came into this world early in life 
and that I married soon thereafter, and in the process of time I became 
the father of 10 children, 5 of whom were boys, 5 of whom were girls. 

The first-born son enlisted in the First World War. He became 
flight commander in aviation. He flew the kind of kites that were in 
service at that time. He never came home. His body was never 
recovered. He sleeps in the sea. 

In the Second World War my youngest son enlisted in the Army 
engineers. His body sleeps in foreign soil. 

I only want to say that if I had to make my choice as the father of 
those two promising boys, that they should give their lives in service 
to the country or that they should survive both of the first and second 
conflicts and come home the victims of what is now proposed to put 
before them with an acquired habit that might endanger their lives 
for this world and the next, I would very much rather give both of 
those boys as a sacrifice to their country than to have them face the 
possible results of the temptation which, as I understand, it is now 
proposed that the Government shall place before them in the service. 

That is the first minute—a long one—but covers one-half of the 
testimony I wish to give. 
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I have just returned from a celebration of my 85th birth anniversary 
where four generations of my family gathered at Rochester, N. Y., 
and among those gathered there were 2 grandsons, 1 who is now 
preparing for the ministry and 1 who is preparing as a teacher in 
mathematics. Both of them have been called up. They are in their 
20th year. I would rather give both of those boys to the grave than 
have them enlist in defense of their country if you are going to put 
the intoxicating cup under them and all the other boys who are called 
up to enlist in their country’s service. 

I am opposed to this proposition as a patriotic citizen, as the father 
of sons and daughters. I am opposed to putting the intoxicating cup 
into any arm of the service, and when I| heard the statement made 
that that has been a customary practice, I call attention to the 
fact that Secretary Josephus Daniels abolished that practice with 
notable results in the Army and the Navy and in the Air. 

I think that is as much as I need to say. I shall be very glad to 
submit a more lengthy answer to the arguments if the gentlemen see 
to it that I have a copy of the statements they have made. 

Thank you very much. 

Miss Smart. Madam Chairman, I have a prepared statement. 

I am Miss Elizabeth A. Smart, representing the National Woman’s 
Christian Temperance Union, and I would be very glad if an oppor- 
tunity would be given for me to give this statement orally. 

Mrs. Harpen. We shall be happy to include it in the record, or 
if you wish to give it orally, we shall be glad to listen. 

Miss Smarr. May I read it to you? 

Mrs. Harpen. Yes; you may. How long is it? 

Miss SMart. Well, it has some exhibits, but I am a rather rapid 
reader. It is 6 pages long, with some exhibits attached. 

Mrs. Harpen. If you can perhaps highlight it for us—as I said, 
we were hoping to have an executive session. 

Miss Smarr. All right. 


STATEMENT OF MISS ELIZABETH A. SMART, REPRESENTING THE 
NATIONAL WOMAN’S CHRISTIAN TEMPERANCE UNION 


Miss Smart. To the subcommittee of the House Committee on 
Government Operations, Representative Cecil M. Harden, chairman. 

May I first preface this by saying I did not expect to be met by any 
contention that the 1901 law has been repealed. It has not been 
repealed. There is nothing in the 1951 law inconsistent with it, and 
the 1901 law has never been repealed and still is in active operation. 

I mention that Benjamin Josephs brought testimony regarding 
certain conditions in the armed services about which my organization 
has long been concerned—naturally not from the point of view of Mr. 
Josephs or his association, but because we not only believe but know 
these conditions are detrimental to the men in service themselves, to 
their families and to the defense of our country. 

The fact that the Army has permitted the sale of beer in post 
exchanges has, of course, long been known to us. We consider it a 
violation of the law of 1901 which is still on the statute books and is 
section 1350, chapter 30, title 10, United States Code. This law reads 
as follows: 
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The sale of or dealing in beer, wine, or any intoxicating liquors by any person in 
any post exchange or canteen or Army transport, or upon any premises used for 
military purposes by the United States is prohibited. The Secretary of War is 
hereby directed to carry the provisions of this section into full force and effect. 


’ 


You will note that the word used is ‘‘beer,” and that the words follow- 
ing are ‘‘any intoxicating liquors,’’ not ‘any other intoxicating liquors.” 

The Army because of a definition of 3.2 percent beer as nonintoxi- 
cating in a law passed in 1953 and since repealed as obsolete, insists 
on interpreting the law as applying only to “intoxicating” beer. 

In 1950, following some publicity of our organization because of 
protests from parents and others about the rationing of beer to troops 
in Korea, we received a good many complaints from Reserve officers 
telling us of conditions we had not previously known of with regard 
to the operation of package liquor stores by the Air Force at certain 
bases. 

On March 6, 1951, Bishop Wilbur E. Hammaker, of the Methodist 
Church, testified before the House Armed Services Committee regard- 
ing a complaint that had come to him from Nome, Alaska, that at 
the city council meeting of Nome, Capt. Alvin McKay, commanding 
officer of the Marks Air Force Base made a special request of the 
council to pass a resolution nullifying the Territorial laws of Alaska 
forbidding the sale to minors. Bishop Hammaker made this statement: 


“ee 


In advancing his request, among other statements, he said that in the future 
passes from the base would not give the bearer’s age. Also, he declared that 
iniformed men throughout the Territory, except at Nome, were being allowed to 
buy liquor, irrespective of age. He added that this was being done under authority 
of the Alaska Command, located at Anchorage, which accords this privilege in 
Alaska as an overseas measure. 

Corollary to that, he volunteered the information that men were being served 
whisky at the Marks Air Force Base. Members of the Nome Council stated 
that they could not lend their influence in any way to the sale of liquor to minors 
without becoming party to the delinguency of a minor. The Nome Council 
refused his request. 

I believe the Alaska Command afterward repudiated this statement 
of its policy and disciplined McKay, but I cite it to show what the 
policy of permitting the sale of alcoholic beverages in armed services 
installations does to officers who command them. 

The Air Force and the Navy have maintained that because of its 
phraseology, using Army terms, the law of 1901 does not apply to them. 
And then I cite the regulations and general order which has already 
been brought to your attention and which you will find attached to 
my statement. 

Then here is section 40 of the Army Regulations: 

In oversea areas.—Overseas, except in the Territories of Alaska, Hawaii, and 
Puerto Rico, the sale of, dealing in, and use'of intoxicating liquors at military 
installations will be under such regulations as may be prescribed by the oversea 
commander directly under Headquarters, Department of the Army. 

ixactly what this means is clarified by a statement made by Repre- 
sentative Edward H. Rees of Kansas on the floor of the House on 
March 15, 1951, which I will also attach, and this is—lI will condense 
it—to the effect that there is a supply classification known as class VI. 
Liquor and wine are known as Eucom class VI supplies. A commis- 
sioned officer known as a Eucom class VI officer heads up a central 
agency which is civilian staffed. The civilian staff are allowed to use 
billets at a nominal charge, commissary, post exchange, and all other 
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privileges presently enjoyed by other Government employees in the 
area. 

Then it goes on to describe the fact that this agency makes all pur- 
chases of liquor and wine and sells to lower echelon class VI establish- 
ments in the many major commands throughout the theater on an 
allocation basis. It employs Government transportation by water, 
rail,and motor. Its accounts are audited and inspected by prescribed 
officials of other Government staff divisions in accordance with theater 
directives. 

That statement says that class VI stores are located in major com- 
mands and sell bulk supplies to club facilities for officers, enlisted men, 
and civilians. They also sell over the counter on a ration basis to 
officers, enlisted men not below the rank of sergeant, and civilian em- 
ployees and adult dependents of such personnel. Size of allowance 
increases with rank and number of dependents. Minors are allowed 
to purchase. Supplies reach Germans through unauthorized chan- 
nels. Enlisted men below the rank of sergeant have little trouble 
getting bulk supplies. Stores are operated under supervision of the 
major command headquarters, employ some military personnel but 
are mainly civilian staffed. Enlisted men below the rank of sergeant 
have no difficulty obtaining service for themselves and their girls 
regardless of age. 

Then the final observation made in this statement which came from 
a person who was stationed in that German area of occupation: 

This system has existed for several years and has failed to curb excessive 
drinking either by the military or the civilian personnel. In fact, it appears 
that the reverse has resulted. It has promoted a situation whereby our Govern- 


ment is presently engaged in a business which has a considerable demoralizing 
effect not only on the young soldier but on other personnel as well. 


The Air Force has described to you what their present setup is, 
with no particular regulations, and that they are preparing to arrange 
to go regularly into the business of selling liquor by a regulation 
allowing alcoholic beverages, package liquor stores on air bases. 

In February 1953, I received a letter from a woman whose husband 
is in the Armed Forces in Germany, and she is there with him. I am 
going to read excerpts from that letter: 


Not long ago I wrote a pleading letter to Mrs. D. Leigh Colvin, national presi- 
dent of the WCT,U. Today came a reply and she suggested that I write you 
about what she, I, and thousands of others believe to be a cancerous growth in 
our Armed Forces, namely, the amount of alcohol consumed and the immorality 
as well as amorality condoned. I write you with tears in my eyes and a breaking 
heart. My husband is among the victims of such practices. 

You have no idea of what is permitted here. So much is accepted in the 
occupying forces it would make your, blood curdle. I just don’t know where to 
begin but I would like to see more publicity given to this matter and see if the 
women’s clubs of the United States can’t get some legislation through to curtail 
the amount of liquor allowed in officers’ clubs and those for enlisted men, as well 
as putting “off limits’ on all local establishments that handle alcoholic beverages. 

At one time this was done, not with the same idea in mind, but to prevent con- 
flict between the local people and the occupying forces when our men first took 
over and maybe to prevent the spread of disease for most of these places are most 
unsanitary according to American standards. 

But so much for that. It just seems that superior officers close their eyes to so 
much that is not right in the law of man and the laws of God. I have talked with 
young fellows that they themselves say the conditions are shocking. The amount 
of cohabitation and promiscuousness is appalling, married men whose families 
are still in the States, and married men whose wives are here with them. The 
officers’ clubs over here seem to be nothing more than drinking bouts. 
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As dependents over here we womer can do nothing about what goes on. We 
lose a lot of our freedom and rights when we accept living with the Army, and that 
is not right. The women over here could no more band together to fight this evil 
than I could begin to lift the White House and place it on my back. 


Then she goes on: 


In all sincerity and humility I plead with you and those with you to see if 
something can’t be started toward correcting the existing conditions, but, of 
course, if you talk with Army men they will strongly deny it, but take it from 
wives, mothers, and ministers, so many times something will get in the press that 
is immediately suppressed, but later admitted to be true, I could give a few ex- 
amples, but no doubt you are aware of them as well as [. 


I skipped something I am going to read because it has a bearing: 


You just have no idea how low we are falling; how can anyone really have 
respect for us? In spite of what the press says, the Germans hate us and have no 
respect for us. 

I want to state that this is not the mere hysteria of an excitable 
woman. I have talked with women who have been stationed in that 
area, and they confirm what this woman says. I have also seen state- 
ments in the public press, as she says, quickly suppressed, of conditions 
over there where German women are living openly in barracks. The 
latest was a brief article in the Washington Times-Herald of July 9, 
carrying under a Nuremberg dateline of July 8 a rather insulting story 
about Gen. Kenneth C. Cramer, commanding general of the southern 
area in Germany, the last two paragraphs of which are as follows: 

The general, former commander of the Connecticut National Guard, has been 
nicknamed ‘‘Concentration Camp Cramer” by his officers and men because of 
his overly strict administration. 

His bluenose policies have brought orders recently for 36 general courts-martial, 
16 of them of officers up on charges of being too cozy with German girls. 

And my comment is that apparently the general has incurred the 
displeasure of the New York News, to which the story is credited, for 
trying to clean up these conditions and make an army out of the 
forces stationed there. 

The World’s Woman’s Christian Temperance Union held a conven- 
tion this June in Vancouver, British Columbia. We have organiza- 
tions in 60 countries of the world, including some of the wine-growing 
countries which are just coming into our organization, having become 
convinced of its benefits by the great improvement in health which 
came about from the forced restriction on the use of alcohol during 
World War II. There were delegates there from all over the world. 
I conducted a forum on legislation, and when it was thrown open for 
discussion the question of Te gislation regarding alcoholic beverages in 
armed services installations came up. 

Women from Germany, Italy, and Japan confirmed what this 
woman has said about conditions in their countries, and said that the 
drinking and immorality was destroying respect not only for our 
men in the armed services but for America as well. This was not so 
in World War I when our strict law and regulations made our men 
respected all over the world. 

I will call your attention to the last sentence of the memorandum 
which forms part of Representative Rees’ speech. 


This system has existed for several years and has failed to curb excessive drink- 
ing either by the military or the civilian personnel. 
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The argument for putting beer and other alcoholic beverages in 
clubs and other places was that its availability would prevent exces- 
sive drinking, but people that know say it failed to curb it. 


In fact it appears that the reverse has resulted. It has promoted a situation 
whereby our Government is presently engaged in a business which has a consider- 
able demoralizing effect not only on the young soldier but on other personnel 
as well. 


I would add that it not only has considerable demoralizing effect 
on the young soldier and the civilian personnel who drink, but on the 
Army which sells the alcoholic beverages. It brings about such 
things as the Air Force commandant who tried to corrupt a city council 
to bring about the sale of liquor to minors. 

At this same hearing at which Bishop Hammaker was testifying 
about the Marks Air Force Base, Rev. Thomas E. Boorde, a Baptist 
pastor in this city, told of an experience of a young member of his 
congregation: 


One of the finest young men it was ever my privilege to know told me of the 
regulations which he said prevailed with pilots. If a pilot did not choose to go 
with a certain bombsrdier, he was not compelled to go. Now this is the informa- 
tion I got from him. And if the bombardier did not choose to go with a certain 
pilot, he was not compelled to do so. In his outfit he stated he and one bombardier 
were the only nondrinking men. When he returned he wore as many of the 
decorations as his breast could hold: The Special Service insignia, the Purple 
Heart, and the other decorations. 

I commended him on the fact that he had gone and was a sober man and told 
him that I had held him up many times. But he said to me, “They made me 
drink.” Even after his flights, he didn’t want to drink, but he said that he was 
compelled to drink 


It brings about things like this. Is it any wonder that young men 


do not want to join the Air Force, and that their families are reluctant 
to have them go into it, or into the armed services? 

I submit to your committee that this state of affairs can never 
bring us a dependable defense force, and that you are throwing money 
away on training and equipment if you permit a condition to continue 
under which the officers who should be responsible for building up the 
character and health of the men under their charge are actually 
tearing it down. 

Our organization has not remained silent all these years. On the 
contrary, we have constantly weeee to the Armed Services Com- 
mittees of both Houses to remedy it. We obtained from the 82d 
Congress an amendment to the Training and Service Act, which is 
now section 6 of that act, and it provides: 

The Secretary of Defense is authorized to make such regulations as he may 
deem to be appropriate governing the sale, consumption, possession of, or traffic 
in beer, wine, or any other intoxicating liquors to or by members of the Armed 
Forces or the National Security Training Corps at or near any camp, station, post, 
or other place primarily occupied by members of the Armed Forces or the National 
Security Training Corps. Any person, corporation, partnership, or association 
who knowingly violates the regulations which may be made hereunder shall, unless 
otherwise punishable under the Uniform Code of Military Justice, be deemed 
guilty of a misdemeanor and be punished by a fine of not more than $1,000 or 
imprisonment for not more than 12 months, or both. 

We would urge you to recommend to the Secretary of Defense that 
he exercise the powers therein conferred and make regulations which 
will take these branches of the armed services out of the liquor busi- 
ness, and keep Mr. Josephs and his package liquor stores at a long 
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distance away from armed services installations. It would be better 
if he could put them ‘out of business altogether, but we have come to 
the considered opinion that by removing the accessibility of beverage 
alcohol, and making it difficult to get and more expensive to buy, 
and especially by removing official approval and example from its 
sale, there will be more chance for a young man or woman to come 
out of the armed services whole instead of joining the 20 percent 
whom an Administrator of Veterans’ Facilities a few years back said 
had entered these facilities with a primary diagnosis of alcoholism. 
Mrs. Harpen. Does that conclude your statement? 
Miss Smarr. That concludes my statement, Madam Chairman. 
Mrs. Harpen. Thank you. 
Miss Smarr. Thank you for the opportunity to present it. 
(Miss Smart’s full statement and a letter received from Congress- 


man Sterling Cole of New York follow:) 
STATEMENT OF NaTIONAL WoMAN’s CHRISTIAN TEMPERANCE UNION 


Your committee has been hearing testimony regarding the competition of 
Government departments with private industry, and it so happens that on June 16 
Benjamin Josephs, representing the National Retail Liquor Package Stores Asso- 
ciation presented testimony before your committee regarding certain conditions 
in the armed services about which my organization has been long concerned. 
Naturally not from the point of view of Mr. Josephs or his association. But 
because we not only believe but know these conditions are detrimental to the 
men in service themselves, to their families and to the defense of our country. 

The fact that the Army has permitted the sale of beer in post exchanges has of 
course long been know to us. We consider it a violation of the law of 1901 which 
is still on the statute books and is section 1350, chapter 30, title 10, United States 
Code. This law reads as follows: 

“The sale of or dealing in beer, wine, or any intoxicating liquors by any person 
in any post exchange or canteen or Army transport, or upon any premises used for 
military purposes by the United States is prohibited. The Secretary of War is 
hereby directed to carry the provisions of this section into full force and effect. 
(February 2, 1901, ch. 192, No. 38 Stat. 758.)” 

You will note that the word used is ‘‘beer,” and that the words following are 
“any intoxicating liquors,’ not ‘‘any other intoxicating liquors.”” The Army 
because of a definition of 3.2 percent beer as nonintoxicating in a law passed in 
1933 and since repealed as obsolete, insists on interpreting the law as applying 
only to intoxicating beer. 

In 1950, following some publicity of our organization because of protests from 
parents and others about the rationing of beer to troops in Korea, we received a 
good many complaints from Reserve officers telling us of conditions we had not 
previously known of with regard to the operation of package liquor stores by the 
Air Force as certain bases. On March 6, 1951, Bishop Wilbur E. Hammaker of 
the Methodist Church testified before the House Armed Services regarding a 
complaint that had come to him from Nome, Alaska, that at the city council 
meeting of Nome, Capt. Alvin McKay, commanding officer of the Marks Air Force 
Base made a special request of the council to pass a resolution nullifying the 
Territorial laws of Alaska forbidding the sale to minors. Bishop Hammaker said: 

“In advancing his request, among other statements, he said, that in the future 
passes from the base would not give the bearer’s age. Also, he declared that 
uniformed men throughout the Territory, except at Nome, were being allowed to 
buy liquor, irrespective of age. He added, that this was being done under 
authority of the Alaska Command, located at Anchorage, which accords this 
privilege in Alaska as an overseas measure. 

“Corrolary to that, he volunteered the information that men were being served 
whisky at the Marks Air Foree Base. Members of the Nome Council stated 
that they could not lend their influence in any way to the sale of liquor to minors 
without becoming party to the delinquency of a minor. The Nome Council 
refused his request.” 

I believe the Alaska Command afterward repudiated this statement of its 
policy and disciplined McKay, but I cite it to show what the policy of permitting 
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the sale of alcoholic beverages in armed services installations does to officers who 
command them. é 

The Air Force and the Navy have maintained that because of its phraseology 
using Army terms, the law of 1901 does not apply to them. The Navy had anc 
still has regulations as follows: 


“ARTICLE 1269 
“Alcoholic liquors 


“1. The introduction, possession, or use of alcoholic liquors for beverage pur- 
poses on board any ship, craft, or aircraft of the Navy is prohibited: Provided, 
That the Secretary of the Navy may authorize, at his discretion, the transporta- 
tion of alcoholic liquors as cargo in ships, craft, or aircraft of the Navy for use of 
Government activities ashore outside the continental limits of the United States. 

“2. The introduction, possession, or use of alcoholic liquors for beverage pur- 
poses or for sale is prohibited within naval shipyards, marine barracks, naval 
stations, and other places ashore under the jurisdiction of the Navy Department 
which are located in States, Territories, or insular possessions in which the posses- 
sion or use of such liquors for beverage purposes is not permitted by law. Subject 
to the foregving, the introduction, possession, and use of alcoholic liquors for 
beverage purposes are authorized within naval stations and other places ashore 
under naval jurisdiction, to the extent and in such manner as the Secretary of the 
Navy may prescribe.” 

Under a General Order No. 15, dated November 4, 1948, the Navy further 
enlarged this to permit possession and use for beverage purposes in officers’ 
quarters and “in those public quarters, other than barracks, assigned to civilian 
employees and enlisted personnel.’’ This order further enlarges this to ‘‘sale 
and consumption’’ overseas. A copty of these regulations and this order are 
attached to this statement (exhibit A). 

Army regulations, providing for the sale of beer in post exchanges, clubs, can- 
teens, aboard Army transports, etc., and permitting officers to store liquor pur- 
chased elsewhere in service clubs, where it may be served to them and their guests 
by club attendants if the club charges only for nonalcoholic ingredients furnished, 
are also attached hereto (exhibit B). We wish especially to call your attention 
to section 40, as follows: 

‘40. In oversea areas.—Overseas, except in the Territories of Alaska, Hawaii, 
and Puerto Rico, the sale of, dealing in, and use of intoxicating liquors at military 
installations will be under such regulations as may be prescribed by the oversea 
commander directly under Headquarters, Department of the Army.” 

Exactly what this means is clarified by a statement made by Representative 
Edward H. Rees of Kansas on the floor of the House on March 15, 1951, which I 
also attached hereto (exhibit C). From it you will see that the Army has gone 
into the liquor business in a big way in the German area of occupation. The 
Navy regulations and General Order indicate that the Navy is engaging in the 
same business not only overseas but within the continental United States. 

The Air Force up to the present writing has no regulations, but their policy is 
set forth in a letter from Harold E. Talbott, Secretary of the Air Force, in a letter 
to Hon. Errett P. Scrivner who inquired regarding it at my request: 

“The Universal Military Training and Service Act, Public Law 51, 82d Congress, 
authorizes the Secretary of Defense to make such regulations as he may deem to 
be appropriate governing the sale, consumption, and possession of alcoholic 
beverages to or by members of the armed services at or near any military in- 
stallation. In February 1952, the Department of Defense issued a directive for 
the control of alcoholic beverages in order to supplement the above act. This 
directive places upon the military departments the responsibility for issuing 
regulations controlling alcoholic beverages at military installations. 

“Within the framework of this authority, the Air Force is preparing a regula- 
tion concerning the control of alcoholic beverages which may include provision 
for the sale of package liquors * * *.” 

So you see the Air Force also is preparing to arrange to go regularly into the 
business of selling liquor to its personnel and others. 

In February of this year I received a letter from a woman whose husband is 
in the Armed Forcesin Germany. Sheisthere with him. I am attaching excerpts 
from here letter to this statement (exhibit D). This is not the mere hysteria of 
an excitable woman. I have talked with women who have been stationed in that 
area, and they confirm what this woman says. I have also seen statements in 
the public press, as she says quickly suppressed, of conditions over there where 
German women are living openly in barracks. The latest was a brief article in 
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the Washington Times-Herald of July 9 carrying under a Nurnberg dateline of 
July 8 a rather insulting story about Gen. Kenneth C. Cramer, commanding gen- 
eral of the southern area in Germany, the last two paragraphs of which are as 
follows: 

“The general, former commander of the Connecticut National Guard, has been 
nicknamed ‘Concentration Camp Cramer’ by his officers and men because of his 
overly-strict administration. 

“His bluenose policies have brought orders recently for 36 general courts- 
martial—16 of them of officers up on charges of being too cozy with German 
girls.”’ 

Apparently the general has incurred the displeasure of the New York News, 
to which the story is credited, for trying to clean up these conditions and make 
an Army out of the forces stationed there. 

The Worlds Woman’s Christian Temperance Union held a convention this June 
in Vancouver, British Columbia. We have organizations in 60 countries of the 
world, including some of the wine-growing countries wh‘ch are just coming into 
our organization, having become convinced of its benefits by the great improve- 
ment in health which came about from the forced restriction on the use of alcohol 
during World War II. There were delegates there from all over the world. I 
conducted a forum on legislation, and when it was thrown open for discussion the 
question of legislation regarding alcoholic beverages in armed services installa- 
tions came up. Women from Germany, Italy, and Japan confirmed what this 
woman has said about conditions in their countries, and said that the drinking 
and immorality was destroying respect not only for our men in the armed services 
but for America as well. This was not so in World War I when our strict law 
and regulations made our men respected all over the world. 

I would call your attention to the last sentence of the memorandum which 
forms part of Representative Rees’ speech. It says—and remember this was 
written by people who had been stationed in Germany and had had plenty of 
opportunity to observe what they were talking about: 

‘This system has existed for several years and has failed to curb excessive drink- 
ing either by the military or the civilian personnel. In fact it appears that the 
reverse has resulted. It has promoted a situation whereby our Coveransnet is 
presently engaged in a business which has a considerable demoralizing effect not 
only on the young soldier but on other personnel as well.’’ 

I would add that it not only has considerable demoralizing effect on the young 
soldier and the civilian personnel who drink, but on the Army which sells the 
alcoholic beverages. It brings about such things as the Air Force commandant 
who tried to corrupt a city council to bring about the sale of liquor to minors. 

At the same hearing at which Bishop Hamaker was testifying about the Marx 
Air Force Base, Rev. Thomas E. Boorde, a Baptist pastor in this city told of an 
experience of a young member of his congregation: 

“One of the finest young men it was ever my privilege to know told me of the 
regulations which he said prevailed with pilots. If a pilot did not choose to go 
with a certain bombardier, he was not compelled to go. Now this is the informa- 
tion I got from him. And if the bombardier did not choose to go with a certain 
pilot, he was not compelled to do so. In his outfit he stated he and one bombar- 
dier were the only nondrinking men. When he returned he wore as many of the 
decorations as his breast could hold: The Special Service insignia, the Purple 
Heart, and the other decorations. 

“T commended him on the fact that he had gone and was a sober man and told 
him that I had held him up many times. But he said to me, “They made me 
drink.”” Even after his flights, he didn’t want to drink, but he said that he was 
compelled to drink.” 

It brings about things like this. Is it any wonder that young men do not want 
to join the Air Force, and that their families are reluctant to have them go into 
it, or into the armed services? 

I submit to your committee that this state of affairs can never bring us a depend- 
able defense force; and that you are throwing money away on training and equip- 
ment if you permit a condition to continue under which the officers who should be 
responsible for building up the character and health of the men under their charge 
are actually tearing it down. 

Our organization has not remained silent, all these years. On the contrary we 
have constantly appealed to the Armed Services Committees of both Houses to 
remedy it. We obtained from the 82d Congress an amendment to the Training 
and Service Act, which is now section 6 of that act and which provides: 

“Suc. 6. The Secretary of Defense is authorized to make such regulations as 
he may deem to be appropriate governing the sale, consumption, possession of, or 
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traffic in beer, wine, or any other intoxicating liquors to or by members of the 
Armed Forces or the National Security Training Corps at or near any camp, 
station, post, or other place primarily occupied by members of the Armed Forces 
or the National Security Training Corps. Any person, corporation, partnership, 
or association who knowingly violates the regulations which may be made here- 
under shall, unless otherwise punishable under the Uniform Code of Military 
Justice, be deemed guilty of a misdemeanor and be punished by a fine of not more 
than $1,000 or imprisonment for not more than 12 months, or both.” 

We would urge you to recommend to the Secretary of Defense that he exercise 
the powers therein conferred and make regulations which will take these branches 
of the Armed Services out of the liquor business, and keep Mr. Josephs and his 
package liquor stores at a long distance away from armed services installations 
It would be better if he could put them out of business altogether, but we hav: 
come to the considered opinion that by removing the accessibility of beverage 
alcohol, and making it aiffieult to get and more expensive to buy, and especially 
by removing official approval and exam} le from its sale, there will he more chance 
for a young Man or woman to come out of the armed services, whole instead of 
joining the 20 percent whom an Administrator of Veterans’ Facilities a few years 
back said had entered these facilities with a primary diagnosis of alcoholism. 


ExuHIBiT A 


GENERAL ? NAVY DEPARTMENT 
No. 15 Wasuinaton, D. C., 4 November 1948, 


AxcoHo.tic Liquors 


1. Nothing in this general order shall be construed as changing or in any way 
modifying the provisions of U.S. Navy Regulations relating to alcoholic liquors or 
relieving a commanding officer of his responsibility to regulate the use of alcoholic 
liquors within the limits of his command. 

2. The possession and use of alcoholic liquors for beverage purposes within 
shore activities under naval jurisdiction are authorized in officers’ quarters and 
in those public quarters, other than barracks, assigned to civilian employees and 
enlisted personnel. 

3. Commanders-in-chief and such senior commanders of overseas areas as they 
may delegate for the purpose, the Commandant of the Marine Corps, command- 
ants of naval districts or river commands, and the Chief of Naval Air Training are 
authorized to review and approve requests by commanding officers to permit the 
following privileges within the limits of their commands: 

(a) The sale and consumption of alcoholic liquors in officers’ messes, chief petty 
officers’ messes (Open), and staff noncommissioned officers’ clubs both within and 
beyond the continental United States. This privilege may also be extended to the 
clubs and recreation centers of enlisted personnel and civilian employees beyond 
the continental limits of the United States. 

(b) The sale and consumption of beer and ale of regular commercial strength 
in ship’s service stores, post exchanges, enlisted men’s clubs and recreation centers, 
in ship’s stores of those activities having no ship’s service stores both within and 
beyond the continental United States. 

4. Subject to such administrative regulations as the Chief of Naval Personnel 
or the Commandant of the Marine Corps may issue, commanding officers shall 
issue detailed control instructions which shall include prohibition of sales to minors 
and shall be in conformity with applicable local laws. No person in the naval 
service under twenty-one years of age shall be employed as bartender or in any 
other capacity involving the dispensing of alcoholic liquors. 

5. (a) Transportation of alcoholic liquors as cargo consigned to overseas bases 
for use in authorized activities of such bases is authorized in naval vessels and 
aircraft. 

(b) ‘Transportation of beer and ale of regular commercial strength, for sale to 
ship’s personnel sent ashore at isolated points outside the continental limits of the 
United States not having adequate recreational facilities, is authorized in naval 
vessels. 

(c) All alcoholic liquors transported as provided in this paragraph shall at all 
times be maintained under proper surveillance. 

Joun Nicwo.as Brown, 
Acting Secretary of the Navy. 
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[Extract from U. 8. Navy Regulations, 1948) 


ARTICLE 1269 
\lcoholic Liquors 

1. The introduction, possession, or use of alcoholic liquors for beverage purposes 
on board any ship, craft, or aircraft of the Navy is prohibited: Provided, That the 
Secretary of the Navy may authorize, at his discretion, the transportation of 
alcoholic liquors as cargo in ships, craft, or aircraft of the Navy for use of Govern- 
ment activities ashore outside the continental limits of the United States. 

2. The introduction, possession, or use of alcoholic liquors for beverage purposes 
or for sale is prohibited within naval shipyards, marine barracks, naval stations, 
and other places ashore under the jurisdiction of the Navy Department which 
are located in States, Territories, or insular possessions in which the possession or 
ise of such liquors for beverage purposes is not permitted by law. Subject to the 
foregoing, the introduction, possession, and use of alcoholic liquors for beverage 
purposes are authorized within naval stations and other places ashore under naval 
jurisdiction, to the extent and in such manner as the Secretary of the Navy may 
prescribe. 


Exurpir B 
DEPARTMENT OF THE ARMY 
ARMY REGULATIONS 210-10, SECTION IX 


37. In Continental United States.—Within the continental limits of the United 
States and the territories of Alaska, Hawaii, and Puerto Rico, and on all Army 
transports, the sale of or dealing in intoxicating liquors (including beer, lager 
beer, ale, porter, wine, or similar fermented or vinous liquor having an alcoholic 
content in excess of 3.2 percentum by weight), regardless of what the transaction 
is called or how it is effectuated, is prohibited if title to such intoxicating beverage 
passes or changes upon any premises used for military purposes by the United 
states. 

38. Sale of nonalcoholic beverages.—Malt and vinous beverages which have an 
alcoholic content of not exceeding 3.2 per centum by weight are defined as non- 
intoxicating by the act of 22 March 1933 (43 Stat. 16). Accordingly, beverages 
with an alcoholic content of not more than 3.2 per centum by weight may be sold 
or dealt in by Army exchanges, clubs, canteens, aboard Army transports, and in 
other premises used for military purposes by the United States on those reserva- 
tions located in States whose laws permit such sales. The sale of beverages of 
this nature in States whose laws preclude such sales within their borders is pro- 
hibited. 

39. Alcoholic beverages acquired by individuals.—The storage of intoxicating 
liquors acquired elsewhere, by the individual owner thereof, in an authorized 
club, and the service of drinks therefrom to the owner or to his guests present 
with the owner, by club attendants, if the club charges only for the nonalcoholic 
ingredients furnished, is permitted. 

10. In oversea areas.—Overseas, except in the Territories of Alaska, Hawaii, 
and Puerto Rico, the sale of, dealing in, and use of intoxicating liquors at military 
installations will be under such regulations as may be prescribed by the oversea 
commander directly under Headquarters, Department of the Army. 


Exutisir C 


Boys In TRAINING Camps SHovutp Be Protectep AGAINST INTOXICATING 
Liquors 


Speech of Hon. Edward H. Rees, of Kansas, in the House of Representatives, 
Thursday, March 15, 1951 


Mr. Rees of Kansas. Mr. Speaker, within a few days this House will give 
consideration to one of the most important legislative proposals that will be 
presented to the 81st Congress. It is a bill to provide for the effective utilization 
of manpower resources and for the authorization of universal military training 
and service, and other purposes. 


35810—54—pt. 318 
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The bill, among other things, provides for the continuation of the drafting of 
men in the Armed Forces and for lowering of the age of draftees to a minimum of 
18% years. 

I have received a great many letters from mothers and fathers of boys who are 
separated and others about to be separated from their homes and their home 
surroundings and to be placed under conditions and circumstances far different 
from those to which they have been accustomed. Among other things, they will 
be subjected to the use of intoxicating liquor. 

Very unfortunately, we have a few people in this country who for selfish interests 
and profits would, as Dr. Hammaker has well said, “Shut their eyes to the deso- 
lation and ruin that may come to many a soldier boy in 21 or 27 months,” It is 
our job and our responsibility to defend these boys against that sort of thing 
insofar as we can do so. Let us see to it that men in uniform will find it difficult 
rather than easy to take on a thing that is bound to do them harm and ai the 
same time make them less valuable as members of the Armed Forces. 

Mr. Speaker, now I want to call your attention to a memorandum handed me 
by a former officer of the Armed Forces who was in Europe for a long period of 
time, not only during the war but thereafter. His statement speaks for itself. 
I hope you will read it carefully: 

“Liquor, wine and beer are being sold by United States Government agencies 
in the German area of occupation at a profit. 

‘Liquor and wine are known as Eucom (European Command) class VI supplies. 
A commissioned officer known as a Eucom class VI officer heads up a central 
agency which is civilian staffed. The civilian staff are allowed to use billets at a 
nominal charge, commissary, post exchange and all other privileges presently 
enjoyed by other Government employees in the area. 

“This central agency forms a part of the Eucom staff and has a governing 
body called the class VI board, consisting specifically of designated chiefs of 
certain headquarters staff divisions. This agency makes all purchases of liquor 
and wine and sells to lower echelon class VI establishments in the many major 
commands throughout the theater on an allocation basis. It employs Govern- 
ment transportation by water, rail, and motor. Its accounts are audited and 
inspected by prescribed officials of other Government staff divisions in accordance 
with theater directives. 

“Class VI stores are located in major commands and sell bulk supplies to club 
facilities for officers, enlisted men and civilians. They also sell over the counter 
on a ration basis to officers, enlisted men not below the rank of sergeant, and 
civilian employees and adult dependents of such personnel. Size of allowance 
increases with rank, and number of dependents. Minors are allowed to purchase. 
Supplies reach Germans through unauthorized channels. Enlisted men below the 
rank of sergeant have little trouble getting bulk supplies. Stores are operated 
under supervision of the Major Command Headquarters, employ some military 
personnel but are mainly civilian staffed. 

“Clubs or messes sell over the bar by the drink. Enlisted men below the rank of 
sergeant have no difficulty obtaining service for themselves and their girls 
regardless of age. 

“Profits of the central agency support numerous activities including some VIP 
special privilege establishments. Profits of class VI stores are similarly used but 
within the command. Special service clubs, although in direct violation of per- 
tinent regulations, have been dispensing for profit. 

“Some German breweries operate under contract to make certain kinds of beer, 
which are sold in bulk through exchange service to authorized individuals and to 
clubs and messes. 

“This system has existed for several years and has failed to curb excessive 
drinking either by the military or the civilian personnel. In fact it appears that 
the reverse has resulted. It has promoted a situation whereby our Government is 
presently engaged in a business which has a considerable demoralizing effect not 
only on the young soldier but on other personnel as well.” 
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Exuisit D 


WouRTTEMBERG, UNiTep States Zonr, GERMANY, 
January 31, 19538. 
EvizABETH A. SMART, 
Washington, D. C., U. S. A. 


DearR Miss Smart: Not long ago I wrote a pleading letter to Mrs. D. Leigh 
Colvin, national president of the WCTU. Today came a reply and she suggested 
that I write you about what she, I, and thousands of others believe to be a can- 
cerous growth in our Armed Forces, namely the amount of alcohol consumed and 
the immorality as well as amorality condoned. I write you with tears in my eyes 
and a breaking heart. My husband, a * * * is among the victims of such prac- 
tices. You have no idea of what is permitted here, so much is accepted in the 
occupying forces it would make your blood curdle. I just don’t know where to 
begin but I would like to see more publicity given to this matter and see if the 
women’s clubs of the United States can’t get some legislation through to curtail 
the amount of liquor allowed in officers’ clubs and those for enlisted men, as well as 
putting “off limits’ on all local establishments that handle alcoholic beverages. 
At one time this was done, not with the same idea in mind, but to prevent conflict 
between the local people and the occupying forces when our men first took over 
and maybe to prevent the spread of disease for most of these places are most 
unsanitary according to American standards. But so much for that—it just 
seems that superior officers close their eyes to so much that is not right in the law 
of man and the laws of God. * * * I have talked with young fellows that they 
themselves say the conditions are shocking. The amount of cohabitation and 
promiscuousness is appalling, married men whose families are still in the States, 
and married men whose wives are here with them. * * * The officers clubs over 
here seem to be nothing more than drinking bouts. 

As dependents over here we women can do nothing about what goes on, we 
lose a lot of our freedom and rights when we accept living with the Army and 
that is not right, the women over here could no more band together to fight this 
evil than I could begin to lift the White House and place it on my back. 

I would appreciate an airmail reply from you, Miss Smart, maybe I have ram- 
bled on rather incoherently at times, but you just have no idea how low we are 
falling, how can anyone really have respect for us, in spite of what the press says, 
the Germans hate us and have no respect for us, our appeasement policy is 
appalling. 

In all sincerity and humility I plead with you and those with you to see if some- 
thing can’t be started toward correcting the existing conditions, but of course, 
if you talk with Army men they will strongly deny it, but take it from wives, 
mothers, and ministers, so many times something will get in the press that is 
immediately suppressed, but later admitted to be true, I could give a few exam- 
ples, but no doubt you are aware of them as well as I. 

Thank you most kindly, and let us pray that we can start something to lessen 
the evil that exists over here as well as wherever our Armed Forces are stationed, 
for believe me it is not only in Germany. 

Sincerely yours, 


CONGRESS OF THE UNITED STATEs, 
House oF REPRESENTATIVES, 
Washington, D. C., August 1, 1958. 
Mrs. Ceci, HARDEN, 
House Office Building, Washington 25, D. C. 


Dear Mrs. HARDEN: It has been brought to my attention that in the course 
of a hearing on the subject of aleoholic beverages before your committee, Capt. 
W. G. Chapple of the Bureau of Personnel, Department of the Navy, made a 
statement to the effect that the sale of alcoholic beverages was authorized for the 
Department of Defense by section 6, Public Law 51, 82d Congress, approved 
June 19, 1951, and that later on in answer to a question by Staff Director Ward: 
“Do you have any real authority for saying that the act of 1901 has been super- 
seded by the act of 1951, Captain?’ Lieutenant Colonel Wise replied: ‘I will 
answer that. I think I speak for the entire Department that our Judge Advocate 
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General of the Army has advised that they are of the opinion that section 6 of 
Public Law 51 does, by implication, repeal the so-called Canteen Act of 1901.” 

I introduced the amendment which became section 6, Public Law 51. The 
purpose of section 6 was not to in any way repeal existing law but to give the 
Secretary of Defense authority to make uniform regulations for all three Depart- 
ments of the armed services and also to empower him to deal with the problen 
of alcoholic beverages not only in camps, stations, posts, and other places, but 
also in their vicinity. 

Sincerely yours, 
STERLING COLE. 

Mrs. Harpen. I should like to say to the gentleman who preceded 
you that the Chair extends her deepest sympathy to the gentleman 
for the loss of his two sons. 

Captain Chapple, to you and the other gentlemen with you, | 
would like to express the appreciation of the committee for coming 
over and so ably representing and giving us the views of the branches 
of the services. 

Thank you. 

Captain Cuappiy. Thank you. 

Mrs. Harpen. There is no legislation pending before the com- 
mittee. We are a subcommittee studying relations between the 
Federal Government and the State governments and particularly all 
kinds of commercial activities that may adversely affect our free- 
enterprise system. 

We have held our hearings for the past few months in three phases. 
First, we have heard witnesses from industry who have complained 
of Federal competition; second, we have heard from the GAO on 
certain specific subjects; and third, we have asked the military 
services to explain their position. 

We will issue the hearings in three parts and make such reports as 
the committee decides. 

Do you have any statement or questions, Mr. Osmers? 

Mr. Osmers. No, Madam Chairman. 

Mrs. Harpen. If not, the hearings are adjourned, and the com- 
mittee will go into executive session. 

(Whereupon, at 3:25 p. m., the hearing was adjourned.) 
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APPENDIX 1 
CoOMMISSARIES AND Post ExcHANGES 


Wricutstown, N. J., July 30, 1953. 
Representative JeErrrEY P. HiLLEeLson, 
House of Representatives, Washingion, D. C. 

Dear Mr. HILLELSON: This is to protest against the Senate move to put Armed 
Forces commissaries out of business as per Army Times, July 25, 1953. Appar- 
ently the House has been discussing it, also, since your name was mentioned in 
the article; hence, this letter to you, also. 

My husband is a warrant officer in the Army. We pay over $100 a month for 
rent and utilities, for a very tiny apartment. Our rent was increased just last 
month due to Congress’ action allowing rent control in critical defense areas to go 
out of existence on buildings built after 1947. This to me is not understandable— 
are landlords with buildings built before 1947 more unscrupulous than Jandlords 
who built after that date? Our landlord did not deserve a rent raise. We had 
defeated him four times under the previous rent control because we had proved 
the fact that he did not keep the apartments in decent condition. Also, we live 
in a God-forsaken community where there is not even a library or library service, 
the town is so small. But my husband is stationed in Fort Dix, and we are com- 
pelled to live here—although this is not our home. Our rent should not be half 
as much as we pay; however, we exist, although we cannot save anything, because 
we have the commissary and free medical service. Take those away from us, and 
my husband will leave the Army after 13 years of service. 

A great many of my acquaintances in the Army and Air Force are resigning 
from the service as soon as they can. I know the armed strength of this Nation 
is deteriorating and will continue to as Jong as capable men no longer desire an 
Army or service career. Why are they getting out? They are disgruntled at the 
psychology used on them either by superiors in the officer ranks, or by Congress- 
men’s recent actions—such as raise in meals for officers, ete. 

Closing commissaries and limited medical care will be a sure way of losing many 
more efficient men. I don’t understand the desire to cut our military strength, 
especially at this critical time 

I hope you receive many letters like this, although some Army people might be 
afraid to write their Congressmen as it might be interpreted as delving into politics. 
But you must realize many of us cannot remain in the Army if we have to pay 
civilian prices for essentials. We'll have to go out and make civilian wages of at 
least $1,000 a year more. You know, and I know, that Army personnel do not 
receive the same wages for the same jobs that civilians would receive 

Please think of the families of service people when you consider closing com- 
missaries. We are good Americans and we need representation as well as the 
retailers who pay high-priced lobbyists to present their side 

Yours truly, 
Mrs. Auten J. West. 


Tue W. E. Basserr Co., 
Derby, Conn., July 29, 1953. 
Hon. Mrs. Ceci M. Harpen, 
House of Representatives, Washington, D. C. 

Mapam: It is understood that the Harden subcommittee of the House Govern- 
mental Operations Committee is currently considering a bill to eliminate Army, 
Air Force, and Navy commissaries. 

The undersigned, having seen service in World War II and been recalled for 
service in Korea from the Organized Reserve Corps, is most familiar with the 
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matter of the military commissaries and resulting commissary privileges. While 
it is undoubtedly true that unauthorized persons are reaping the benefits of the 
lower resale prices authorized at commissary stores, it is felt that new legislation 
should be directed toward elimination of this abuse, rather than eliminating a 
very real and vital service currently being rendered to those unselfishly devoting 
their efforts and energies to the preservation of the American way of life. 

From my own experience, I know that the enlisted men of my Reserve unit 
would have been much more severely pressed to pay for the basic necessities of 
life for their dependents had they been unable to patronize the commissary at 
the post where we were stationed. I do not feel that there should be any cost 
to the taxpayer to operate these stores. I strongly urge, however, that com- 
missaries be continued in operation as necessary on a nonprofit, break-even basis, 

The average serviceman has to make altogether too many sacrifices already, 
Let’s try not to take any more of his few remaining privileges away from him. 

Sincerely yours, 
Couuins T. Dawson. 


Norro.k 13, Va. 


Dear Mrs. Harpen: As a navy dependent I would like to tell you how most 
Navy families feel about the commissary, especially in Norfolk. There is no 
Better Business Bureau located here so when we are stuck with inferior merchan- 
dise we can’t complain where it will do any good. 

The commissary store where I shop is a big saving on my food bill, I would say 
my groceries are at least 10 percent cheaper than the same food would cost in 
town. I think if you look for the Navy dependents side of the question in which, 
of course, you gre not interested, you will find that the small saving on groceries 
and gas is small compensation for the other hardships we endure. In effect this 
closing the commissary is the same as a salary cut—we won’t mind that if Congress 
and the Representatives cut their own pay down to where they will have to save 
on the grocery bill in order to give their children movie money. The commissary 
in this area keeps the food prices down in the local stores—the food merchants 
will go higher and higher on their prices and without the commissary we will have 
no choice. You didn’t consider the fact that most stores in this area have two 
prices—one for civilians and one for Navy; and it is a happy person who can brag 
about making so much on a service family. I don’t imagine you have that sort of 
thing in Indiana, because you don’t have the transient Navy. I wish you people 
would think of all the disadvantages we have instead of this one, you are so de- 
termined to destroy that one advantage. I hope you are faced with our problem 
one of these fine days. 

Why don’t you work on some bills to help us instead of something like! this}to 
hurt us. This is fine compensation for all the times that my husband was at 
sea—when my baby was born, as she learned to walk, and talk, start to school, 
now she is a teen-ager, thank God, and quite civilized and well mannered and 
certainly knows what it means w hen she wants something and I tell her we can’t 
afford it. Do you? 

Writing a letter like this doesn’t make me feel any better but I hope you see 
where you are placing us. 

Mrs. Ova J. HuGues. 


ArvIN INDUusTRIEs, INC., 
Columbus, Ind., July 29, 1958. 
Hon. Mrs. Ceci M. HarpeEn, 
House Office Building, Washington, D. C. 


Dear Mrs. Harpen: Information has come to us that a subcommittee of the 
House Governmental Operations Committee is in the process of reporting on a 
bill which would do away with the commissaries referred to above. In our opinion 
this would be a most unwise course to follow and we, therefore, are hopeful that 
you will see fit to oppose any legislation which has as its purpose the abandon- 
ment of the present commissary system. 

It is true that some of our products ultimately do find their way to allitery 
commissaries of the United States. However, more important to our way of 
Guess are other reasons why the present situation should not be disturbed. 

hey are: 

Privilege of making purchases at a commissary is considered as a part of the 
compensation of the average enlisted man. 
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To do away with the commissary system would actually mean taking something 
away from men in military service. That most certainly would not be wise at 
this time and could affect morale adversely. 

If the commissary system is abandoned, the chances are strong that something 
will take its place. One possibility, of course, is the private concessionaire who 
is interested solely in a profit and ordinarily might not be too interested in giving 
the men in service the things they want and at a reasonable price. 

Our contacts with scores of our employees who have been in military service 
indicate that they greatly appreciated the commissary system as operated in the 
past and that they believe they and their buddies were treated fairly when they 
made purchases at the commissary. 

As I recall, in many cases at least, some of the profits from the commissaries 
are turned back to the men themselves for social, recreational, and other such 
programs. 

It is my hope, Mrs. Harden, that for the above reasons you will use your influence 
and your vote to make certain that men in military service continue to have the 
privileges of the present commissary system. 

Cordially yours, 
YANDELL C. Cuine, Treasurer. 


New York 19, N. Y., July 19, 1958. 
Hon. Mrs. Cecin M. HAarpeEN, 
House of Representatives, Washington, D. C. 


Dear Mapam: It has been brought to my attention that the Harden committee 
is in the process of reporting a bill to do away with Army, Air Force, and Navy 
commiussaries. 

It is my opinion that one of the inducements offered to men entering the Armed 
Forces is commissary privileges, and it is practically considered part of their 
compensation since they are, as a rule, able to effect a saving in the purchase of 
necessities. I believe that consideration of this should be seriously undertaken 
on your part. 

urthermore, it is my opinion that this is not the proper time to take any 
privileges away from the servicemen, At least, not while the Korean situation 
exists. 

The effect on the morale of the servicemen could very seriously hamper our 
efforts. 

Very truly yours, 
Lion Marcu Co., Inc., 
Monroe GREENBAUM, President. 


JuLyY 28, 1953. 
Representative Ceci, HARDEN, 
House of Representatives, Washington, D. C. 


Dear Mapam: In accordance with a newspaper report in last night’s paper you 
are the chairman of the Operation’s Committee which is investigating military 
commissary stores. I chose writing to you rather than my home district Congress- 
man because as a woman you can better understand the problems of holding a 
family together. 

Mrs. Harden, the Moffett Field commissary is one of the 52 of 216 which they 
are asking be closed because as Representative Frank C. Osmirs says “Certainly 
these 52 should be closed and not allowed to compete with and destroy enterprise 
in those areas.’’ This statement is misleading to civilian citizens and is not true. 
The city of Mount View which borders Moffett Field showed a greater volume of 
business than any of its surrounding neighbors and is in fact still growing. 

The commissary serves only eligible patrons, active duty and retired military 
personnel, The percentage is minor compared to the population. The 20 percent 
or so difference in prices are profit to civilian stores, but that 20 percent is a new 
pair of shoes for our children. It seems to be the accepted opinion of everyone 
that all patrons of commissary and exchange stores are retired admirals and 
generals with plenty of money. They forget the lowly enlisted man and his family 
who are trying to stay together while the husband is stationed in the United States 
or near his port so they can be together when he comes in from sea. They forget 
the long periods of separations from his family while he serves our country. 

My husband chose the service for patriotic reasons and security for his family. 
The commissary, exchanges and medical facilities were inducements for him to stay 
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in the service as acareerman. That is why I follow him around to try to give him 
a decent home. When Congress gives them a pay raise they consider these 
privileges, but the National Retailer’s Association has continually sought to take 
these few items away from him as though their very existence depended onit. The 
laborer’s in this area just finished a strike and now make $16aday. My husband 
is skilled in his line of work and that’s more then he makes. I would like for him 
to be home every night, live in our own home, have our children go to the same 
school each year, but as long as I follow my man, I can’t. When he retires, he 
will have to work because his retirement pension is not enough to live on, but the 
privileges allowed him after retirement will help. 

As prices rise on the civilian market, they also go up in the commissaries, but 
the profit to the commissary is not so great, and the few cents I save helps my bud- 
get cover other needed necessities. My husband had a $3 a month cut in ration 
money last month, yet the papers say living costs are at their highest peak. We 
are living well now, but we can’t if we lose a few more privileges each year. Any 
savings they make by closing these commissaries will seem small to the $200 
million we are going to send as the first installment for the rehabilitation of Korea 
and the millions to Europe. My husband pays taxes on his income just like any- 
one else. If the commissaries cost the taxpayers any money, it’s his and his 
shipmates’ money as well as anyone elses. 

We have no unions or lobbyists. Who protects our interests? You and your 
colleagues, Mrs. Harden. I urge you to consider the enlisted man in legislation 
concerning our livelihood. 

Sincerely yours, 
Mrs. Max Do.uuorr. 

103 Verbena Drive, East Palo Alto, Calif. 


Newakk, N. J., July 28, 1958. 
Hon. FRANK OsMERs, 
United States Congress, Washington, D. C. | 


Dear Srr: We understand that the Harden committee is now reporting on a 
bill to do away with Army, Navy, and Air Force commissaries. 

Having served in the Armed Forces myself during World War II, I do not believe 
that this is a very practical approach to this particular problem. I certainly feel 
that people who are serving in the Armed Forces are not thoroughly compensated 
for the time spent, and certainly the commissary privileges are only a small part 
of what can be done for them. 

We sincerely request that you lend your efforts to defeating this proposed bill 
which would do away with the Army, Navy, and Air Force commissaries. 

Yours very truly, 


R. H. Laturop. 


Lone Beacu, Cauir., July 28, 1958. 
Hon. Mrs. Ceci M. HarpeEn, 
House of Representatives, Washington, D. C. 


Drar Mapam: I am taking the liberty of addressing you as I understand that 
you are a member of the Harden committee which is considering a bill to eliminate 
military resale commissaries. 

Although I am writing to you as an individual, permit me to state that I am a 
member of the national affairs committee of the chamber of commerce of our city 
and quite familiar with Army and Navy resale establishments, 

Inasmuch as commissary and exchange privileges constitute part of the com- 
pensation of our service personnel, elimination of these privileges can be compen- 
sated for only by substantially higher pay scales, which in turn would result in a 
further increase of taxes or a still greater deficit in our national budget. 

The gross sales volume of all commissaries combined is such an insignificant part 
of our national total that no one firm would ever notice the addition or loss of its 
share of such sales. However, individual service families would suffer a great 
hardship. 

Permit me to request your assistance in defeating this bill. 

Respectfully yours, 
Hans Kaun. 
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New York, N. Y., July 27, 1958. 
Hon. Mrs. Cectn M. HarRpeEn, 
House of Representatives, Washington, D. C. 


DreAR Mapam: With reference to the bill now being considered by the Harden 
committee in regard to doing away with the Army, Air Force, and Navy commis- 
saries, believe it would be unfair to the members of the Armed Forces to discontinue 
these commissaries. 

Believe it is a fact that, when recruiting is done for the Armed Forces, one of 
the inducements offered is the commissary privilege and this really has always 
been considered part of their compensation, since they have been able to effect a 
saving in purchase of necessities. 

Should this bill be passed by Congress, and commissaries discontinued, there 
is always the chance that civilian concessionaries would be permitted to set up 
establishments on or near the bases. Since these would be run with a profit 
motive, the service men would be penalized and also might not be able to secure 
the most desirable brands. 

It certainly would not seem us though, with the world situation as it is, this 
would be a propitious time to take privileges away from the Armed Forces and 
the writer fears that it would greatly affect the morale of our fighting men. 

It is true that officers also have these privileges but by far the greatest percent- 
age of volume is done with enlisted men, who have dependents, where this saving 
really is vital to their Army existence. 

May I ask that you give consideration to the above, and thank you. 

Sincerely, 


Mepico Pipers, INc., 
HERBERT W. Scuwoss, President. 


PHILADELPHIA 32, Pa., July 27, 1953. 
Hon. Frank OsMERs, 
Governmental Operations Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. Osmers: I understand the Harden committee, of which you are a 
member, is considering a bill which would do away with the Army, Navy, and 
Air Force commissaries. 

From our experience these commissaries would be very hard to replace. They 
have worked satisfactorily for a great number of years and have become quite 
efficient in the work they perform. It is hard to understand what advantage 
would be forthcoming from their elimination. 

As a general policy I am against Government operation of most things dealing 
with the public, but here is a case of Government dealing with Government, and 
it sounds like a sensible procedure to follow. 

Very truly yours, 
E. A. Wricut Co., 
E. A. Wricut 3d, President. 


LancasTER, Pa., July 27,1958. 
Hon. Mrs. Ceci M. Harpen, 
House of Representatives, Congress of the United States, 
Washington, D. C. 

Dear Mrs. Harpen: The Harden committee, which is a subcommittee of the 
House Governmental Operations Committee, is now in the process of reporting 
on a bill to do away with Army, Air Force, and Navy commissaries. 

When men enter the Armed Forces, one of the inducements offered is commissary 
privileges and it is practically considered part of their compensation since they 
are able to effect a saving in the purchase of necessities. While officers do have 
privileges, by far the great percentage of the volume is done with enlisted men 
who have dependents. I also believe that this is not the right time to take priv- 
ileges away while the Korean situation practically amounts to a state of war— 
this would greatly effect morale. 

Should this bill be passed by Congress, there is also a chance that civilian 
concessionaires may be permitted to set up establishments on the bases and since 
these would be run with a profit motive, the men might be penalized and not 
offered the brands which are most desirable. This would probably create a 
serious disadvantage to the servicemen and their families. Conceivably, without 
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proper control, so-called ‘‘camp followers’ could and perhaps would charge 
exorbitant prices for inferior merchandise. 

I think that undoubtedly, regardless of world conditions, even in a normal 
period, to eliminate the post exchanges and ship service stores would be a serious 
blow to the morale and certainly most unfair to those who are serving in the 
Army, Air Force, and Navy. 

May I urge you to make every effort to defeat this bill. 

Sincerely, 
8. C. SLaYMAKER, 


Brioxt, Miss., July 27, 1953. 
Hon. Franx C. OsMErs, 
Washington, D. C. 


Dear Sir: I am writing you in reference to congressional investigation of 
commissaries. I, and a great number of other ladies, have legitimate gripes to 
the outlandish comments made in July 18, 1953, Air Force Times. 

You say that the 52 stores being investigated should be closed down and not 
allowed to compete with the private enterprises. I don’t believe you have ever 
thought where that would put hundreds of servicemen and their families, have 
you? For example we have no car and my husband is a lower grader, which you 
will find makes the largest percentage of the Air Force. So in order to get uptown 
to a supermarket means 50 cents each way, a total of a dollar for both ways. 
Oh, yes, it wouldn’t bother our pockets if we were in civilian life, but it so happens 
we are not and you yourself happen to know the salary is not very great, in fact, 
very small. The other nearer store is 34 blocks away and here are some examples 
of price differences noted only the last time shopped there. 

1. Quart jar of salad dressing, 74 cents, and in commissary 49 cents. 

2. Lunch meat, 65 cents a pound, and in commissary 44 cents a pound. 

3. Tuna fish, 38 cents, and in commissary 23 cents. 

4. Bread saving of 6 to 10 cents on one loaf. 

So just having noted on one trip to the “‘private enterprise’’ quite a difference, 
don’t you think? And that would only begin the list of differences and by the 
way, items mentioned happen to be very same company and products. To go 
to the commissary we can go by the post bus, saving a dollar in taxi fare each 
time (2 or 3 times a week). Where you get the commissary being 20 percent 
lower I wouldn’t know, but that figure in this vicinity is off as far as I can see. 

You also note that Kessler happens to have a large number of on-base and off- 
base housing and a very good percentage happen not to have a way of trans- 
portation to supermarkets in town. Don’t you think you and others on the com- 
mittee are being very rash and selfish to want to take away a commissary to 
many, many families like ourselves who can hardly make ends meet now with 
saving at the commiissary, much less to have to start paying big prices at private 
enterprise. If the Government would like to add more to our salaries for such 
things as taxi fares and large grocery bills. I don’t believe there would be 
such gripes, but that’s just it, the Government wouldn’t, instead lower our 8. P. 
like $3 for last month. So put yourselves and families in our places, and I don’t 
believe you would ever enter such a thing into your mind as shutting down the 
commissaries. 

And I do believe your example you found about Camp LeRoy Johnson is 
one of the kind. For that certainly is not the case at Keesler. You ought to 
get a list and number of families housed on off-base and on-base housing. Also, 
2 blocks from the main gate is a Biloxi housing area, which is open to lower 
graders only and very few have transportation, so putting together all the on- 
and off-bas@e housing and this newly opened city housing 2 blocks from base 
puts a very much need for a commissary on the base, don’t you think? So why 
you have Keesler on the list as one of the commissaries cited I’ll never know, 
and I certainly hope something can be done about it and hope you see not only 
the retailers’ view (I don’t know why they gripe, they wouldn’t have any business 
if it weren’t for the servicemen) but ours as the serviceman and their families. 

Sincerely, 
One of the servicemen’s wives in off-base housing. 
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Guen Cove, Lone Isuanp, N. Y., July 24, 1958. 
Hon. Cectr M. Harpen, 
House of Representatives, Washington, D. C. 


Honorep Mapam: The writer understands that your good self is a member of 
the Harden committee, which is in the process of reporting on a bill to eliminate 
the Army, Air Force, and Navy commissaries. 

Many years of association with both the post exchanges and the commissaries 
convinees the writer that one of the few things required to keep military morale 
at its height is the commissary, and certainly the enlisted man, with his family, is 
entitled to a continuance of this prerogative unless we intend, as citizens, to pay 
them at the same rate that we pay nonuniformed employees. 

It is a matter of sheer economics, sir, that dictates this request for a con- 
tinuance of the present practice. Very obviously, if the commissary is elimi- 
nated, some civilian will step into the picture and, insteao of offering alivable price 
for the products, will immediately proceed to cash in at a substantial profit. 

Particularly at a time when we have a “‘police action’’, which finds soldiers just 
as dead and wounded as they were in World War II, I think that your committee 
can give the uniformed services a greater “‘kick in the teeth’ than can Moscow, 
if you pull a boner like this at this time. 

With all respect for your matured judgment, the writer certainly urges that this 
bill be killed and now. 

Respectfully, 
Tuomas L., KENNEDY. 


Brtox1 Launpry & Dry CLEANING Co., 
Biloxi, Miss., July 21, 1958. 
tepresentative Frank C. Osmers, Jr., 
Washington, D. C. 

Dear Srr: I note from our local paper, copied from Air Force Times that 
Keesler Field is under investigation as to its post exchange. 

I have worked on this for a number of years, through the AIL and National 
Associations for Laundrymen and Cleaners. Spent my money and time for all 
the cleaners in this area, but to no avail. 

When a directive came out last September, I went to Atlanta to the quarter- 
master convention. 

I will not take your time and mine to go into detail, but the laundries and clean- 
ing plants have really suffered in this area from the high-handed methods of the 
post exchange at Keesler. Post exchange has a contract with a party on the field 
or several of them for cleaning; prices ridiculous, they taking from 10 to 14 percent 
on the work, no quality, no investigation as to cleaners plants or reliability, con- 
tracts given to the smallest operators in this area, price made by them, after 
asking for bids, etc. One plant closed up and the men lost clothes put into that 
plant. This area can take care of the local work and several fields like this, as 
you have Biloxi, Gulfport, and Pascagoula working trucks in this are. Trucks 
are not allowed to pick up on the field, and they tried to stop my trucks in the 
Wherry project. The field laundry pays about double our labor scale or more. 
They have investigated my wage scale three times, and nothing done. This 
takes our labor, and their work is done at a loss to the Government. 

This field is right in the city and the above applies to our industry, and all types 
of business that they compete with, which covers all kinds of merchandise. 

The citizens buy from the field through soldiers on the field. This takes a lot of 
business from the merchants. 

This is not sour grapes with me, as I had several conferences with the high brass, 
as they wanted this plant on the field, but they named the price, which is far below 
the city cash and carry prices, therefore Biloxi area has not been able to get a 
fair price for their work, as the field price affects the city prices. They also have 
to have from 10 to 14 percent. We are the largest plant on the entire coast and 
can along without this business. If the post exchange contract is investigated, 
it will be seen that the post exchange is a civilian organization, according to the 
contract they put out, but this contract is signed by the military on the field, 
but states that it is not a Government contract, ete. If this is so, what about the 
sales tax, income tax, etc. 

What is the PX supposed to net, when they charge as high as 14 percent for con- 
cessions, and who gets the profit? I would just as soon be living in Russia as try 
to do business with the post exchange. This outfit should be cleared off all of the 
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fields and the pay raised, if necessary, forthe men. Strictly a racket from the word 
go. I happen to be a Republican, born in Louisiana, and certainly would like to 
see the graft and waste cut out and the Government get out of business. All the 
housing on the field has hurt the surrounding area. The Republicans could cut 
the spending in half and still get as much as the past two administrations by 
putting in business methods. : 
I would be glad to disclose my findings to anyone interested about our setup on 

the field. Barber shops are handled in the same manner as other concessions. 

Very truly yours, 
J. T. Powers, Owner. 


VERNON JEWELERS, 
Salina, Kans., July 21, 1958. 
Ceci, M. Harpen, 
Chairman, Subcommittee of Government Operations, 
House of Representatives, Washington, D. C. 

Dear CONGRESSWOMAN HarpeEn: As aretail jeweler, I operate two retail jewelery 
stores in Kansas and I cannot help but be concerned with the competition that we 
receive from the Government in the post exchanges and ship stores. 

I know that before this, other committees have worked on this problem, but 
it seems that as to date nothing concrete has been completed on this terrific 
problem that we retailers have to face. 

Without taking more of your time I would like to urge you to please consider 
favorably adopting the American Retail Federation proposed list of merchandise 
that could be handled by these stores. 

There are probably some post exchanges that are operating very clean and 
according to the way they promised to operate some months back, but most of 
them are not staying in line, I am sure, and they become a terrific thing for private 
enterprise to try to compete with especially when the controls are so loose on who 
all can purchase from a PX. 

I am sure that the list proposed by the American Retail Federation will give the 
men in the service all the necessary things for living and that things outside the 
scope of that list will not be essential to their living and comfort. 

I urge that your committee take definite steps to correct this situation if you 
will, please. 

Yours very truly, 
Vern A. WEBSTER. 


Atxantic City, N. J., July 21, 19538. 
Hon. Crecit M. Harpen, 
Chairman, Subcommitee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear CONGRESSWOMAN HarpeEn: There is no justification for competition of 
Armed Forces post exchanges with private enterprise. In line with this I hope 
that the list submitted by the American Retail Federation meets your approval 
as it does mine. Having been a member of the Armed Forces during the last 
war, I know the needs and the purpose of the post exchange. I know, too, that 
many of the purchases made to be made for civilians living in the area as it is done 
locally in the case of a naval air station ships store 10 miles distant. 

In the case of the serviceman, there is no need for PX competition in luxury 
lines when the private merchant must meet overhead expenses through normal 
markup with which the Government-operated store is not concerned. 

. Yours very truly, 
. GELULA, INc., 
Henry C. GEeLvuta, 
President. 


San Dinco, Cauir., July 20, 1953. 


Chairman Ceci HarpEen (Republican, Indiana), 
Subcommittee for Investigation of Government 
Activities Competing with Private Enterprise. 
Dear Mapam: I read the news that the Senate was soon going to act to elim- 
inate commissaries which interfere with private grocery stores (according to the 
unbiased opinion of grocery store managers this condition exists all over the 
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United States wherever there is a commissary). As a taxpayer, civilian, citizen of 
the United States, not a grocery store owner, and not a serviceman, but one who 
patronizes private cnterprise grocery stores I would like to say that enacting laws 
for the minority on the basis of data which you obtain from the minority certainly 
seems unfair. Enlisted men do not make a large enough salary to patronize 
private enterprise so consequently our taxes will go up so that they can get a 
raise so that they can patronize grocery stores (privately owned) and drive the 

ces up so that the citizens in the local area will have still higher living expenses. 
The only reason you hear from grocery store owners is that there is money in it 
for them. If private citizens got paid to lobby you would hear from us, however 
we vote for people whom we suppose to have enough intelligence to see through 
these subterfuges and who will obtain all the data before enacting a law, and then 
nly enact laws which improve the United States. 

| have been in the service 4 years as an officer, I patronized private grocery 
stores because I could afford it. I think that it is unfair to force enlisted men and 
their families to live under worse conditions than they do, 

Sincerely yours, 
Joun C. Fiscuer, Jr. 


RIDDLEBARGER’s JEWELRY STORE, 
Belleville, Kans., July 19, 1953. 
Hon. Cecin M. HarpEn, 
Chairman, Subcommittee of Government Operations Committee 
House of Representatives, Washington, D. C. 


Dear Mapam: It is our understanding that you are chairman of a subcom- 
mittee of the Government Operations Committee and that your committee has 
indertaken an investigation of Government competition with private business. 

As a retail jewelry store we urge your committee to go thoroughly into the com- 
etition of Armed Forces post exchanges with private business. 

The pros and cons on this question are many. We have no kick with members 
of the Armed Forces obtaining essential goods from the post exchanges. However 
t isa known fact that these exchanges offer and cater to civilian trade even though 
it may be through members of the military personnel. 

This practice is grossly unfair to retailers who are paying rent, wages, and taxes. 

It is our feeling that some sort of check should be made cove ring these stores. 
We have heard that the American Retail Federation has submitted a list of items, 
which retailers believe could be offered for sale in Armed Forces stores, without 
hurting the outside retailers and yet would contain essential, every-day items 
needed by the military personnel. 

We urge your committee to look into this matter and make the proper recom- 
mendations. It is a matter of vital importance to retail establishments and the 
present practice is depriving the Government of taxes which it should have in 
its economy drive to try for a balanced budget. 

Very truly yours, 
RIDDLEBARGER’sS JEWELERS, 
J. M. Assort, Store Manager. 


Kansas Foop Drawers’ ASSOCIATION, 
Kansas City 10, Kans., July 16, 1958. 
Representative FRANK OSMERS, 
House of Representatives, Washington, D. C. 

Dear Mr. ConGRESSMAN: We extend to you our hearty thanks for your effort 
in behalf of private enterprise versus military commissaries. It is about time that 
the taxpayers of this country are availed the true story concerning these opera- 
tions. 

We desire to call your attention to the “plum” of the group of commissaries 
among all of those now operated. 

Fort Leavenworth, Kans., the Army officers’ paradise post, has one of the 
finest commissary operations in the country, with such features as electric-eye 
doors and the last supermarket self-service equipment. This commissary is run 
primarily for Army officers which includes a teaching staff and students of high- 

ranking officers. There is a general war college staff of about 950 men. Most 
of this personnel have a rank of major, lieutenant colonel, and colonel. The school 
has a capacity of about !,200 student officers. Only about 200 enlisted men use 
the commissary facilities 
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A good many retired military men, Reserve officers and their friends, can 
purchase at the Fort Leavenworth commissary. 

The Fort Leavenworth commissary is housed in a building of 18,000 square 

feet. It was built about 1% years ago for some $96,000 for the prime contract 
plus additional other expenses. It is a supermarket comparable to the better 
type supermarket operated by individual and chain-store operators. 
* All of the class 4 supplies liquor can be purchased for their negotiated wholesale 
cost plus 4 cents per bottle for handling. This is supplied through the officers’ 
club which is in direct violation of Federal law edad in 1901 and still on the 
statute books, but never enforced. 

All wholesale and retail private distributors are covered by such laws as the 
Robinson-Patman Act, which applies to all operators except the Government, 
who are especially exempt. 

During the past year we have sent this information to our own Congressman and 
Senators, we have also written to Ira K. Evans of the Department of the Army 
as to Ww hy this Fort Leavenworth commissary is allowed to compete with private 
business. Finally about 2 weeks ago we received a reply from General Evans of 
the Quartermaster’s Generals Office, and we quote: “This analysis indicates that 
the average, commercial se lling prices for comparable artieles, exceeded by more 
than 20 percent those carried in the Fort Leavenworth commissary store. There- 
fore the continued operation of the Fort Leavenworth commissary store is justified 
under Army service regulations.”’ Mind you there was nothing to substantiate 
his figures as requested but, merely the fact that they had checked and that it 
would continue to operate. Why should the figures be so well concealed, if the ay 
substantiate his findings correctly? 

To question the accuracy of his findings we submit the following: 

The markup for single store supermarkets in the midwestern area (19 stores 
reporting) first quarter of 1953 is as follows: 

Median ! 16.10 average 16.80 percent this includes departments not authorized 
in commissaries which carry a 40 to 50 percent markup which includes drugs, 
housewares, pet supplies, brooms, mops, soft goods, liquors, ete. If these prod- 
ucts were omitted in the computation of the above figures it would lower them by 
2to4percent. However for purpose of comparison, we will use the higher figures 
of 16.80 percent, on selling price, as compared the cost plus 5 percent or 4.76 per- 
cent on selling price used by the military. Giving them the benefits of all of the 
doubts we can arrive at a figure of only 12.04 percent hardly the 20 percent 
required. 

In view of the knowledge of the above facts how do they expect us to believe 
that local stores are higher than the commissary, when they will not substantiate 
his figures as we have requested. 

Should the question of adequate stores being available arise, we submit the 
following: 

Store No. 1, and independent supermarket, one-tenth of a mile from the post, 
4 years old 45 Sy 90 feet with a 30 car parking lot and street parking. 

Store No. 2: Independent supermarket, two-tenths of a mile from post, 3% 
years old, 45 by 110 feet, 30-car parking lot plus street parking. 

Store No. 3: A. & P. new supermarket, eight-tenths mile from the post, 70 by 
135 feet, 46-car parking lot plus street parking. 

Store No. 4: Krogers Super Market, eight-tenths mile from the post, remodeled 
2 years ago, 60 by 140 feet, street parking only. 

All of the above stores remain open six evenings a week, except Krogers who 
are open 2 nights per week until 9 p.m. These certainly are adequate facilities 
with competitive shopping available. 

We have been working for some time on the justifications for the operation of 
a military commissary in competition with the retail food stores of Leavenworth 
and even the Kansas City area, since Leavenworth is about a 45-minute auto- 
mobile drive to Kansas City stores. 

We would like very much to have the Fort Leavenworth commissary included 
in your list for investigation by impartial parties. 

The closing of commissaries would greatly aid private enterprise, there would 
be more tax money collected, instead of the present drain on further Federal taxes 
to operate these commissaries. We have no desire to cheat the serviceman out 
of his income, if he may deem this privilege a portion of his pay structure. It 
would be better that any loss which should accrue be made up in a pay raise, 
should Congress deem it necessary. 


1 Super Market Institute Figure Exchange first quarter of 1953. 
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Our military is maintained to protect us from communism and State controlled 
and operated business. Please, do not start the system behind the lines in this 
country. Democracy can be maintained, so long as free enterprise is given a 
break, 

Yours very truly, 
M. SAnpstTRoM, 
Executive Secretary. 


LimiteED Price Variety Stores AssociaTIon, INc., 
New York, N. Y., July 14, 196 
Mrs. C. M. Harpen, 
Chairman, Subcommittee on Governmental Organization, 
House Government Operations Committee, 
United States House of Representatives, Washington, D. C. 


Dear Mrs. Harven: The Limited Price Variety Stores Association is a national 
trade association, organized in 1933, representing 7,400 variety stores in this 
country, with members in every State in the Union. 

The purpose of this letter is to add our viewpoint to the many already expressed 
on the subject of the competition of Armed Forces post exchanges and ships stores 
with private enterprise. Variety stores located in the trading vicinities of Armed 
Forces exchange stores are deeply concerned. 

In years past we have, for ourselves, and through the American Retail Federa- 
tion of which we are a member, asked Congress to investigate this problem and 
see what could be done about it. 

The members of our association affected by this problem do not wish in any way 
to object to the operation of post exchanges and ships stores that directly serve 
the reasonable personal needs of men in uniform while in service. We merely urge 
that these stores be required to adhere to such service. 

It is our understanding that the American Retail Federation filed a statement 
including a list of items of convenience and necessity which could appropriately 
be stocked and sold to authorized patrons of the domestic Army, Navy, Air Forces 
and Marine exchanges. A great many of the items in that list constitute impor- 
tant parts in variety trade stocks and sales. Our members do not object to this 
list. 

The difficulty, as has been repeatedly pointed out, is that a great many people 
somehow obtain permits to trade in these stores, people who render no military 
service and have no active connection with the Armed Forces. An examination 
of the records of permits issued by any Armed Forces exchange should quickly 
show the extent of such trade. If no such records are kept in the exchanges 
showing to whom such permits are issued and for what reason, it might be helpful 
to have such a system established for future supervisi n and study. 

The Armed Forces exchanges, as we understand their operation, undersell 
privately and individually owned and operated retail stores and are able to do so 
for the reason that goods are sold tax free and are not subject to such normal ex- 
penses of operation as rent, supervision, and other items. These items of expense 
are borne by the United States Government. Persons and families not properly 
entitled to purchase at these stores, but who do so, are, in effect, getting a sub- 
stantial unearned subsidy. 

Those of our members who are subject to this competition are loath to complain 
publicly. They have stated to me that following their complaints they have 
be ‘en subjected to threats, pressures, and loss of business bordering on blacklisting. 
The incidents that they have reported are, however, the same as the incidents 
reported to you by the American Retail Federation on June 9 and now, more 
recently, by the General Accounting Office in its report made to your subcommittee 
at your re quest. 

To conclude, we join with all right-thinking people in wanting our young men 
who are now in service, including their families who are with them at Army 
posts, to enjoy the conveniences of properly operated exchange stores, but we 
question the need, the economy, and the principle of government-owned and 
operated channels of distribution, competing with privately owned stores, to 
serve people who happen to live near an Army, air or naval base and who are some- 
how or other able to obtain permits to purchase at or through such stores. The 
fact that these stores are only partly self-supporting compounds the evil. 

Your interest in this problem and your effort to find a practical workable 
solution is deeply appreciated. 

Yours sincerely, 
Paut H. Nystrom, President. 
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HEADQUARTERS, JAPAN PROCUREMENT AGENCY, 
APO 508, July 14, 1958. 
Hon. Cecit M. Harpen, 
Indiana Sizth District Representative in Con, °° 
Wash. . Cc. 


Dear Mrs. HarpEn: I’ve just finished the Jun. 103, edition of the West 
Lebanon Gazette, and was much pleased with your article concerning the Army’s 
commissaries. It’s true that they used to be a morale factor for the serviceman, 
but not so much any more, since any person employed at an Army post is author- 
ized commissary privileges. No one that I know of would back you more, to 
limit commissary privileges to service personnel only, than the serviceman him- 
self. Has this been considered? 

Sincerely, 
CueEsteR T. Sexton, 
Sergeant First Class, RA35140622, 


EntwetTokx ATout.t, MarsHALL IsLANDs, July 9, 19538. 
tepresentative HARDEN. 

In the June 20, 1953, issue of Army Times, there is a lengthy article dealing in 
great detail with so-called abuses of the present Army and Navy post exchange 
system which have been placed before your committee by various groups. Inas- 
much as I am a native of Indiana (Claypool, uncertain of district) I feel there are 
several aspects to the entire problem which are not always seen by congressional 
committees, regardless of the caliber of testimony offered, 

First, let me get one thing clear: I am not a career soldier, and will leave the 
Army next January 16, when my present term expires. But, in 3 years, I have 
formed very definite views on present military policies, especially those concern- 
ing the welfare of career soldiers, both in the enlisted ranks and among the officer 
corps, and would like to bring a few of these points to your attention. 

In no manner can I term myself an “old soldier’ and feel qualified to speak of the 
days of the “Old Army’”’ when items such as automobiles, furniture, etc., were 
placed on sale in various post exchanges, at great savings to the serviceman. But 
I have talked at great length with career men who recall these benefits, and they 
have all been of the firm opinion that it was, definitely, one of the great attractions 
to an Army career, which, like so very many others, have now gone forever. To 
be sure, a man does not make a career of the service, regardless of branch, only for 
the savings which may be made through utilization of the post exchange, but at a 
time when the Army, and, also, the other branches of service are greatly concerned 
with a rapidly dropping and shaky rate of reenlistment, I feel it is unwise indeed 
to attempt, or threaten, to remove the last few privileges left. 

A remark made by Representative Clarence Brown, of Ohio, to the fact that a 
general should not have the privilege of buying his cigarettes tax free when some 
man in civilian life who makes less has to pay taxes is automatically assuming 
that generals are the only persons who patronize post exchanges. I have been in 
many PX’s in various camps throughout the country, but have yet to see a gen- 
eral in any of therm, and I believe it would be a good thing to keep in mind that 
the Army, at last notice, had a good deal more of privates and sergeants than 
generals, and, from the way things usually go, that will be the rule for some time 
to come. 

You must take into account the fact that at least 80 percent of your career 
soldiers, both officers and enlisted men, have families. Family life in any branch 
of service is most uncertain, to put it mildly, with constant danger of a change of 
station, overseas duty, etc., which puts, quite often, immense hardship and finan- 
cial strain upon the person or persons concerned. Raising a family on Army pay, 
at any rank or grade, is no simple matter, and often calls for budget calculations 
which compare in size and importance with our own national budget. 

It is true that for an officer in field grade the strain is lessened considerably, 
but again the fact remains that the great bulk of your Army is not composed of 
officers, but enlisted men, and on these men, your career soldiers, rests the back- 
bone and core, the cadre strength, that is so vitally necessary in these troubled 
times. It is no secret that there is grave concern about the numbers of these 
men, corporals, sergeants, yes, and even the lowly privates, who fail to reenlist 
when their time is up, and there is a lack of understanding why a man with 6 to 
10 years of service should suddenly quit, and fail to sign up for a new term of 


enlistment, just when he is, so to speak, getting the actual feel of things, and be- 
coming more accustomed to Army life, 
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Posts, camps, or stations, both in the United States and overseas, that can offer 
aundries, commissaries, post exchanges, garages, auto repair shops, and numerous 

her facilities, come as near as possible to living up to the exact definition of an 
Army camp: an Army city, for the use of the soldier, and for his benefit. All too 

ten these merchants who now are shouting so loudly that they are “losing money”’ 
th rough these services, are all too quick to automatically raise their prices for a 
serviceman, and to use various means to cheat him as legally as possible. They 
an blame no one but themselves. for the business they lose. 

Abuses of the post exchange system very likely do exist. I can neither confirm 
or deny this report, since I do not know. It is that simple. But you cannot 
remove the evils of abuse by cutting a PX down to little more than a corner cigar 
store. You can only instill in the mind of a career soldier the idea that just one 

re privilege has been taken from him, and, in the case of many, only give added 
wentive to their determination to ‘‘get out and stay out.” 

\ career soldier does not ask to be subsidized for his service. Don’t get the 

pression that this is the case. But soldier’s pay is notoriously low, for the prices 

‘the times, and raises, when compared with those made by a civ ilian worke r, are 
slow indeed in coming. The Army makes much of the fact that you can get a pay 
raise every 2 years, for longevity of service. Very nice of the Government to do 

at for us. But we feel soit of left out in the cold when we see civilian workers, 
vemingly at the drop of a hand of a union leader, leave their jobs, hold up defe nse 

rilize ution, throw the country into near turmoil, delay shipments to Kore a, and 
tless other things, then refuse to return to work until the y have been given a 
(completely out of proportion to the raise allotted to a soldier). 

The Army cannot do that. It is a one-sided contract. There is no such thing 
isa union shop, collective bargaining, hiring only union help, or anything of that 
sort. It can never be, for the plain, simple reason that it is an army, and they wi!l 

oot you on the spot for high treason for even attempting such a thing. No one 

mplains about that, and we know why it must be. And we accept the fact, and 
will serve, perhaps not always uncomplaingly, but we will serve, and we have 
served, and no one can dispute that, or take that away from us. 

Let me take a line from Kipling’s Tommy Atkins: 

“Yes, makin’ mock of uniforms, that guard you while you sleep 
Is cheaper than them uniforms, and they’re starvation cheap * * *,” 

Not to cast aspersions on the uniform, here, but merely to bring out a point 
whic : would be worthwhile for every member of the Government to remember: 
Don’t sell your Army short. Bow to a pressure group now, and strike a blow at 

( aie of the very Army that will always guarantee your safety. 

So the American Retail Association doesn’t mind “allowing the boys to buy a 
few items of comfort?’’ Well, how very, very thoughtful and considerate of them. 
Perhaps it should be firmly impressed on the minds of these gentlemen that a 

t exchange or commissary is not, definitely not, in business to compete with 
hem, but merely to try to give a group of men, who certainly deserve it, a well- 
arned break in the ratrace of life that they do their very best to lead. I have 
et to see a store that was forced from business through the competition of an 
xchange of any type, but have seen many cases where a private first-class, with a 

fe and baby, was able to make a home near an Army camp, through utilization 
ff the benefits provided, on a salary that would snow him under in a moment in 
vilian life. 

lo Representative Frank C. Osmers, of New Jersey, who so brazenly asks: 
Do you see any reason why cigarettes should be sold anywhere throughout the 
orld to Americans on a tax-free basis?’”’ I could only say: ‘“Mr. Congressman, 
yme out here to the Marshalls for a year, and sweat like the rest of us, officers 
and men alike, and remain 4,000 miles from your wife and family, in the middle 
f the Pacific, and see if you wouldn’t appreciate a little benefit somewhere along 
the line.”’ 

Representative Harden, has any member of the Armed Forces called to the 
ittention of your committee that the profits made by the sales of post exchanges 
go back to the serviceman, to get him movies, hobby shops, libraries, service 
lubs, and any one of a dozen other things I could mention? If we didn’t have 
these things out here, life would be miserable indeed, and they are all made 
possible through the present exchange system which certain pressure groups seek 
to destroy. The Army has done a fine job of providing us with a numerous 
variety of amusements and entertainments out here, and I for one would certainly 
iate to picture this garrison without them. 

If Congress is determined to remove all obstacles from private enterprise, and 
put everyone on an even keel, with no special privileges, why not start on Capitol 
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Hill? As I understand it, there exists for the benefit of Congress a restaurant. 
supported in part by taxpayers’ cash, for the honored gentlemen and ladies 
barber shop, a private railway, and a couple of other little things which Darigvece 
would have a pretty tough time getting along without. Oh, I mustn’t forget g 
little matter known as the franking privilege, by which, generally, at election 
time, Congressman Phlumph can fill the mail-carrier’s sack and the constituents’ 
mailboxes with a lot of sloppy trash culled from the Congressional Record to 
prove that he, the stalwart defender of American liberties, did vote “‘yes 
on the bill proposing to establish a permanent home for goonie birds of some coral] 
rock in the Pacific, and, by use of a few phrases from Hamlet’s soliloquy, prove 
he is an educated man, and he is the man to represent me in Congress, so-don’t- 
forget-where-to-mark-your-ballot-next-election-so-I-can-go-back-to-dear-old-DC., 

Don’t sell your Army short, Representative Harden. It’s come out on top, 

sarrying the ball, in every game in the last 170 years, then the whistle blew, and 
mr have to keep the team you have. Sure, this w hole PX business seems like 
a small thing, but take a sergeant, with a wife and two children, whose pay would 
come to something like $300 per month, who has reached that figure after |? 
years of service, with no strikes, no layoffs, so squalls about unions, or collective 
bargaining, and who wants to continue his Army career, while paying backbreaking 
prices for housing, it isn’t so small, and every little bit helps. 

Please consider this, and think about it when the problem comes up before you 
again. 

Yours truly, 
Bruce F. MERKLE, 
Sergeant, RA16359247. 


East Bay Grocers ASSOCIATION, 
Oakland 10, Calif., July 8, 1958 
Congressman JoHN J. ALLEN, 
House Office Building, Washington, D. C. 

Dear Sir: On behalf of the East Bay Grocers Association I am submitting this 
letter to you for your consideration. The Government commissaries which ar 
located in Alameda County pose some serious threats to the grocery industry, 
especially to those stores which are located near a Government commissary. _ 

We have in Alameda County, three Government commissaries: Alameda Nava! 
Air Station, Oakland Army Air Base, and Parks Air Force Base. In this area 
private industry is well prepared to serve the needs of military personnel on these 
bases. As I understand Government commissaries were not to have been estab- 
lished in any area except where private industry was in no position to serve the 
needs of the military personnel 

One of the many things that is certainly unfair in regard to the Government 
commissaries is, as you know, that milk in the State of California is regulated 
with a minimum retail price as far as private industry is concerned. Why should 
the commissaries be allowed to purchase milk and retail it at such a low cost? 
Our grocers are required by law to charge not less than 214 cents per quart for 
milk, and Government-owned and operated commissaries can and have sold 
this product for as low as 15 cents per quart. I am sure you will agree that this 
certainly puts the grocer in an unfair position. 

As busy as you undoubtedly are, I trust that you will personally check into 
this matter. Hoping to hear from you in the near future. 

Very truly yours, 
MERLE J. Gopparp, Secretary-Manager. 


Tur JOURNBYMEN BARBERS, HAIRDRESSERS, 
COSMETOLOGISTS, AND PROPRIETORS, 
INTERNATIONAL UNION OF AMERICA, 
Indianapolis, Ind., July 8, 1988. 


INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
House of Representatives, Washington, D. C. 

LapIESs AND GENTLEMEN: The Journeymen Barbers, Hairdressers, Cosmetol- 
ogists, and Proprietors’ International Union of America, representing some 85 
percent of those working in the industry, desires to submit for your considera- 
tion a statement in regard to the operation of barber shops in post exchanges. 
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Until the present situation came about in Korea the barber trade had never 
before been confronted with the problem of providing barber service to large 
numbers of men in the armed services. World Wars I and II were emergencies 
with definite terminations; however, no one knows how long the present situation 
may exist and may cause serious damage to the civilian barbers industry if some 
integration is not ‘worked out. Some 3,000 civilian barbers are now working in 
post exchanges in the continental United States. Young men who ordinarily 
wou id start apprentice barber training after completing high school are drafted 
into the services. For over 3 years the trade has suffered from a lack of new blood; 
this condition coupled with 3,000 displaced barbers working in post exchanges has 
resulted in a shortage of civilian barbers in many areas 

The barber trade is a service trade and as such presents different problems than 
joes a business which sells commodities, Congress recognized this fact in 1951 
when it amended the Defense Act to exempt barbers from wage and price control. 
Prices and wages are inseparable in the barber business because all barbers work 
on a percentage of gross receipts taken in. It costs just as much proportionately 
to produce 1,000 or 1 million haircuts as it does to produce 1 haircut. Prices 
in post exchange shops are far below prices charged in civilian shops and this 
tends to depress wages in the entire industry while the national defense program 

speration in other industries has tended to raise both wages and prices. Fourteen 
States have laws that re gulate minimum prices that may be charge .d for barber 
service; post exchange shops disregard these laws. The Department of Defense 
has rule d that civilians may not patronize post exchange shops; this rule is violated 
n many y places. The Department has also ruled that barbers working in post 
exchanges must be licensed to practice, (some 47 States and the District of Col- 
imbia have barber licensing laws); this rule is likewise violated in many areas. 

If the present policy is continued it will eventually lead to a state of chaos in 
the barber industry. 

We propose the following solution to this perplexing situation. We urge 
that the armed services take over the responsibility of providing barber service 
to its personnel in the following manner 

First, the service should be under the direction and supervision of a competent 
and experienced barber. 

Second, service barbers should be recruited from the ranks or trained by the 
Armed Forces. 

Third, a small fee should be charged for barber service sufficient to pay the 
entire cost of this operation. 

Fourth, service should be confined to uniformed personnel. 

This program would release some three thousand barbers for civilian service 
and would provide the trade with a steady stream of new barbers as the service 
barbers were discharged. This plan would not cost the taxpayer one cent nor 
would it place an additional burden on service personnel. It would in our opinion, 
correct the evils now existing in the post exchange setup and would tend to sta- 
bilize the civilian barber industry. 

We realize our proposal is not altogether altruistic and that it may be some time, 
if ever, before it will be adopted. Therefore, we desire to comment on the system 
now in use. 

The present method of concession contract has many evils. The standard 
contract now offered is arbitrary, capricious and one sided. The concessionaire 
is merely the agent of the post exchange and is not free to operate in the same man- 
ner as is someone who operates on the outside. Contracts are negotiated by local 
exchange officers and approved by the post commanding officer. This leads to 
favoritism. These contracts can be canceled with a 30-day notice and a change 
in the commanding officer or exchange officer may mean the loss of a contract by 
a concessionaire. The standard contract sets forth that all State, local, and 
Federal laws shall be obeyed by the concessionaire yet he is restricted in such a 
way as to make it impossible for him to do so. 

The post exchange service takes the contradictory position that their operation 
is not governmental in nature, yet it appropriates Government property for its 
use, takes a percentage of gross receipts and does not pay the Government 1 cent 
for the use of Government property. They also assume that they have the right 
to disregard any law that would interfere with the way they wish to do business. 

We propose that the standard contract be changed, that more responsibility 
be placed upon the post exchange service, that contracts be let by bids after being 
well advertised and that disinterested persons bave authority to award contracts. 
The 30-day clause should be removed from the contract. Local, State and 





1260 COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 


Federal laws should apply and the post exchange service should be made a party 
of responsibility in this matter as well as the concessionaire. 
We believe these proposals will in some measure relieve some of the inequities 
existing in post-exchange operations. 
Respectfully, 
W. C. Brrruricat, 
General President. 


Far East, U.S. 8. LST 1084, 
C/o Fixer Post OFrrice 
San Francisco, Calif., July 2, 1953. 


HarDEN SUBCOMMITTEE ON INTERGOVERNMENTAL OPERATIONS, 
United States House of Representatives, Washington, D. C. 


GENTLEMEN: In the Pacific edition of Navy Times dated June 24, 1953. 
appeared an article describing hearings and investigations by your committee 
on alleged abuse by some officers of their exchange and commissary buying 
privileges. Among the critized items were tax-free cigarettes and ice cream 
manufactured by the Armed Forces. The Honorable Clarence Brown of Ohio js 
quoted on the subject of tax-free cigarettes as follows: ‘‘Why should a general, 
who is getting the same pay asa Member of Congress, buy his cigarettes without 
taxes?” 

I would like to make the following answer to Representative Brown’s question, 
The number of generals and admirals, in fact nearly all ranks of officers are 
controlled by the Congress, and that number is quite small in proportion to the 
number of enlisted men in the Armed Forces. 

There is ne denying that paying cigarette taxes would not put a strain on a 
flag officer’s income. However, there are some 2 million enlisted men not making 
the amount of income that an admiral or Member of Congress earns, who benefit 
from tax-free cigarettes. Many of these men have been drafted, giving up good 
jobs, to defend their country. Their pay ranges from $80 to $250 a month with 
deductions, if they have allotments for their families. Many of these men smoke 
a carton of cigarettes a week. Tax-free that costs about 80 cents a week. With 
taxes it would be about $2. Smoking often relieves nervous tension and a cigar- 
ette will often give a man a “‘pickup.” The men who are fighting, as we are told, 
to defend the United States and the free people of the world, are entitled to an in- 
expensive luxury, I believe. Tax-free cigarettes are sold only outside the conti- 
nental limits of the United States. That means that only men who are away from 
their country, their friends, and family can buy them. Maybe the admiral or 
general buys them, too, but what about the privates, seamen, noncoms, and petty 
officers? The enlisted personnel far outnumber the officers. Gentlemen, you 
permit the civilians to strike, keeping supplies from us, while we risk our lives for 
them, and yet you want to take what few benefits we have to aid these same civil- 
ians. I do not understand this. 

There is an island 34 miles north of the 38th parallel in Korea where the Camp 
Pendletcn merchants could make a fortune selling ice cream to the marines there. 
However, I doubt that these merchants would like the island, since it is frequently 
under fire. Our ship made ice cream for the marines there with powder purchased 
from a civilian company. 

Even the civilians (merchant marine) who bring supplies to this area receive 
enormous bonuses for entering this area. No doubt the Government helps pay 
this bonus in higher shipping costs. If we are fired at for 6 days in 1 month, we 
get a bonus too, but not quite as much as the merchant marines get without being 
fired upon. 

The merchants I have encountered in towns near military and naval bases 
generally seem to make quite a bit of money from the men stationed there with the 
air of “What a favor we are doing you by selling to you.’ Apparently these 
merchants now want all of the money instead of most of it. 

I would be only too happy to be a civilian and pay cigarette taxes and buy ice 
cream from a civilian. However, I have a job to do for those civilians and until 
it is done I cannot lead a normal life with my wife and baby. I am an officer, 
but I do not make as much money as a Member of Congress or a general. Please, 
gentlemen, why we are here is confusing enough without making us bitter because 
some people abuse their privileges. The newspapers allege that some Members 
of Congress abuse their privileges. Is it fair to demand then that the privileges 
of all Congressmen be restricted or removed because of a few? 

Please consider my statements and questions. They are submitted in all, 
respectfully, and I hope that you will bear them in mind when making your recom- 
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mendations. I hope you will consider this letter as one from a citizen exercising 
his right to voice his opinion—one of the things for which we are fighting. 
Respectfully yours, 
N. J. Nor.ie, 
Ensign, USNR. 


Cuica@go 1, Inu., June 30, 1958. 
Hon. Cectn M. Harpen, 


House Office Building, Washington, D. C. 


Dear CONGRESSWOMAN Harpen: Attaclied are two resolutions adopted by the 
54th annual convention of this association, which met at Navy Pier, Chicago, 
June 14-18, 1953. 

These resolutions petition Congress— 

1. To support 8. 1357 to strengthen the Robinson-Patman Act. As you know, 
no less than six bills have been introduced to weaken this act. We hope you will 
oppose all of these. 

2. To support a reduction in the appropriations available for the operation of 
Government commissaries. These tax-subsidized grocery stores constitute a 
flagrant example of Government competition with privately owned business. 
We do not object to them in remote areas where no other facilities are available, 
but even in those instances we feel the armed services should lease space to private 

perators. As it is, there are 216 commissaries in the continental United States, 
most of which are located in metropolitan areas where privately owned stores are 
within easy access. 

Respectfully submitted. 

NATIONAL ASSOCIATION OF RETAIL GROCERS, 
Marie Kierer, Secretary-Manager. 


STRENGTHENING ROBINSON-PATMAN ACT 


Whereas 1, Now, as never before in the past 15 years, there is a great and 
irgent need to strengthen the Robinson-Patman Act; and 

2. This act is the Magna Carta for the Nation’s 360,000 independent retail 
food dealers; and 

3. This act protects our free competitive economy against price discriminations 
that injure and destroy competition; and 

4. The greatest campaign of destruction ever waged against this important law 
is now being relentlessly pursued; and 

5, Six bills have been introduced into Congress for the purpose of weakening, if 
not destroying, the Robinson-Patman Act; and 

6. The act is now, at a time when it is needed most, in the weakest condition it 
has ever been in its entire history; and 

7. A recent decision by the Supreme Court has opened a loophole in the law to 
permit discriminations that injure competition when made for the purpose of 
meeting competition; and 

8. To remedy the danger created by this weakness in the act, 23 Senators have 
joined together as cosponsors to introduce 8. 1357. 

Resolved, That the National Association of Retail Grocers reaffirm its strong 
support of the Robinson-Patman Act. 

Further resolved, That the National Association of Retail Grocers hereby place 
itself on record in support of 8S. 1357 for the purpose of strengthening the Robinson- 
Patman Act, and that a copy of this resolution be sent to all Members of Congress. 


GOVERNMENT COMMISSARIES 


Whereas 1. Large numbers of commissaries operated by the armed services are 
located in and around metropolitan areas served by amply commercial facilities; 
and 

2. These commissaries are, in many instances, established to provide a high 
style of convenience at Government expense; and 

3. Commissary prices are subsidized at great cost to the taxpayers; and 

4. Many commissaries are justified by unfair cost comparisons made by the 
armed services to show commercial prices as being unreasonable; and 

5. The operation of commissaries is a prime example of Government competition 
with business that should be eliminated. 

Resolved, That the National Association of Retail Grocers hereby place itself 
on record opposing operating of commissaries except in isolated areas where a 
clear and convincing showing can be made as to their need; 

C Further resolved, That a copy of this resolution be sent to each Member of 
ongress. 
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San Francisco, Cauir., June 26, 1953. 
Hon. Ceci, HarpEn, 
House of Representatives, Washington 25, D. C. 

Dear Mrs. HarpEn: Reference is made to an article published in the Army 
Times dated June 24, 1953, entitled ‘Service Abuse of Post Stores Hit by Dealers,” 
which sets forth statements made by members of the House Government Opera- 
tions Subcommittee. 

I feel it my duty, not only as a soldier in the Army of the United States, but also 
as a taxpayer, to let you know how I, and no doubt many other soldiers, fee! 
regarding the absurd statements which were made by members of your committee. 

First, I have just returned from 9 months in Korea, being located in a zone 
where any type of intoxicating liquor was prohibited. I am not too acquainted 
with the “illegal traffic’? in bottled liquor, but I would like to say that I believe 
we should do everything possible for the liquor dealers in the United States because, 
in my opinion, they probably do more for our country than any one class of people, 

Secondly, regarding the question raised as to why generals should be able to 
parcnnen tax-free cigarettes and a Congressman cannot, I should like to say this, 

do not know how many generals there are in the Army but I imagine in com. 
paring this figure with the number of privates and private first-class personnel, who 
also are allowed the privilege of buying tax-free cigarettes, you would find the 
number of Army personnel that are paid the same as a Congressman to be a 
mighty small percentage. 

May I suggest that any Member of Congress or any other person who feels they 
are being slighted by not being able to purchase tax-free cigarettes, visit their 
nearest Army recruiting station so that they may join us in the many blessings 
that we are forced to receive during our Army career, 

I am an RA soldier and mighty proud of it, but I am becoming a little ‘fed up” 
with the amount of complaining that the civilian personnel in our country are 
doing as far as the GI’s are concerned. 

Cpl. Evererr R. Goupsmira, 
Headquarters Central Command. 


FAIRFIELD, CauiF., June 25, 1958. 
The Harpen SuBcoMMITTEER, 
House of Representatives, Washington, D. C. 


GENTLEMEN: I have read about the aims of your committee in a recent issue 
of the Air Force Times. As an officer who has spent over 10 years in the service, 
I feel compelled to acquaint you with some of my personal views regarding the 

ost exchange, commissary, dependent hospitalization, and other ‘‘fringe” 
enefits. 

Let us first assume that military pay certainly does not compare with civilian 
pay scales for comparable responsibility, hazard, and substandard working 
conditions. I believe that this assumption is borne out in the findings of the 
Hook committee of several years ago. 

I am not going into the subject of pay as such, however. The average career 
serviceman is not in it for the pay—that is a certainty. 

I deem it a privilege to serve my country. I also feel that the country owes 
the serviceman a few compensations which are not due to the civilian population— 
who are not subject to: 

(a) Overseas assignment in a matter of hours. 

(b) Leaving ones family for long periods of time. 

(c) The hazards of combat. 

Such statements as have been attributed to members of the committee con- 
cerning the subject of exchange prices have left a very sour impression on me. 
For instance, I understand one member stated that he could see no reason why 
a general could buy cigarettes for 10 cents overseas. Does the Member of 
Congress feel that there should be a special price on each item of merchandise 
based upon the person’s ability to pay? Does this gentleman recommend 
“enlisted” cigarettes, “company grade” cigaretts, “field grade” cigarettes and 
“general officer” cigarettes? Or does the Member of Congress wish the services 
to go back to the Suttler system of the Civil War when civilian tradesmen accom- 
panied the troops and bled them for the common necessities of life in the field? 

The present PX and commissary are a far ery from prewar and World War II 
days in that civilian lobbies have gradually whittled away at them in such a 
manner that operating costs have increased to an extent which makes their prices 
not very much lower, and in some cases, higher than civilian prices. 
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The serviceman does not expect to become a millionaire but he does expect to 
able to adequately maintain his family on his pay. He cannot do this if the 
present trend of eliminating military privileges continues at the present rate. 
h session of Congress chops some benefit which results in a gradual reduction 

f our standard of living. 

Need I point out that exchange profits are distributed for the welfare of the 
troops? Would the civilian merchants of the local community be willing to present 
each base with such items as day room furniture, athletic equipment, television 
sets, ete., in the event that the PX was eliminated? I think not, 

Gentlemen, it seems ironic that your committee should snipe at servicemen’s 
privileges at the same time as Congress votes to make their living expenses in 
Washington nontaxable. 

I realize that the ostensible purpose of your investigation is to eliminate infrac- 
tions of the purchasing rules and in this I most certainly agree. It is reprehensible 
that chiselers should take advantages of these benefits. However, I feel that 

nless the committee exercises sound judgment in its findings, the results may be 
the elimination of the deserved privileges of the serviceman due to the pressure 
tactics of merchandising lobbies. 

We in the services are utterly dependent upon your recommendations. We 
have no other voice. We pray that you will keep your trust with us. 

Sincerely yours, 
Micuak. C, Jacoss, Major, USAF. 


Pau Ciry, Cauir., June 15, 1953. 
Representative Ceci, HarpEn, 
House of Representatives, Washington, D. C. 

DeaR Mrs. Harpen: There has been an article in the San Diego newspaper 
that states a Mr. Holiday is testifying before your Committee on House Govern- 
ment Operations on the operation of the North Island commissary here in San 
Diego. 

I feel that Mr. Holiday is not telling a complete story and also is giving an im- 
pression of the commissary which is not true to my knowledge. He said that 
naval personnel are receiving notices that they must buy from the commissary 
regularly or get their cards revoked. I have not received such a notice, nor have 
any of my friends or neighbors, and we do not make regular or all our purchases 
at the commissary. 

We have been in the Navy for 12 years and have not ourselves, and do not know 
anybody who has bought groceries at the commissary for civilian friends. 

The commissary store is closed from noon Saturday until Tuesday morning. 
They are closed all holidays and a few days each month for inventory. Their 
hours are from 8:30 a. m. to 2:30 p. m. weekdays and until noon Saturday. The 
civilian stores are open from 8 a. m. until 8 or 10 p. m. every day, including Sunday. 
So most of us do a lot of “filling in,” especially on the weekend. 

Although San Diego is known to be a Navy town, there are many, many civilian 
employees of aircraft plants and the Navy also has a big civilian payroll. There 
are very few times you don’t go into a civilian store and have to stand in line at 
the checking-out stand. So I do not see where Mr. Holiday feels they are losing 
money. San Diego is growing by leaps and bounds and very little of this new 
extra population is naval personnel. Many new stores are being built, and their 
old ones modernized. This could not be done if they were losing so much money 
because the Navy had a commissary for the personnel on its base and they de- 
pended entirely on the Navy for its trade. In the article it stated Mr. Holiday 
said, ‘Officers claim it’s extra pay but what of the enlisted personnel living away 
from commissaries.’”’” If Mr. Holiday had talked with enlisted personnel he might 
have seen what a help it is to enlisted personnel, especially seamen who could 
hardly afford to have their families with them if it wasn’t for the commissary and 
Navy housing—and all housing is not near the base. 

I know that no action will be taken until this matter has been thoroughly in- 
vestigated. However, Mr. Holiday’s statement seemed to give such an_ unfair 
impression of the commissary and the naval personnel buying from it that I could 
not let his statement go unchallenged. 

Sincerely, 
Mrs. F. J. Mour, 
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DEPARTMENTS OF THE ARMY AND THE AIR FORCE, 
HEADQUARTERS ARMY AND AIR Force EXCHANGE SERVICE, 
New York, N. Y., July 27, 1958. 
Hon. Ceci, M. Harpen, 
Chairman, Subcommittee on Intergovernmental Operations, 
House of Representatives, Washington 25, D. C. 


Dear Mrs. Harpen: You may recall that I talked to you on the telephone 
several weeks ago with reference to the hearings you were conducting on Govern- 
ment in business. I was particularly concerned over testimony presented to your 
committee by representatives of the American Retail Federation criticizing the 
operation of military exchanges. 

You stated that your committee was a fact-finding body, and you agreed that 
both sides of an issue should be heard to establish the validity of information as 
factual. I suggested that I would be happy to appear as a representative of the 
Department of Defense to explain fully the operation of the Army and Air Force 
exchange service and to emphasize how we are rigidly following the provisions 
of the agreement drawn up in 1949 between the subcommittee of the House 
Armed Forces Committee and the Department of Defense. 

I sincerely feel that the testimony presented to your committee contained many 
misrepresentations and unfair criticisms. Of course, this same complaint was 
heard by the present subcommittee of the House Armed Services Committee and 
it is my understanding they concluded it did not warrant any further action. 

I realize you have probably concluded your hearings on this matter, and I do 
not wish to impose on the time and patience of your committee. Therefore, I am 
enclosing a statement which I believe fairly presents the story of the exchange 
service and refutes the individual allegations presented to you by the American 
Retail Federation that I feel are without substantiation. 

I will be happy to answer any questions or to discuss our operations at any time 
if you think it necessary. 

Sincerely, 
Epwarp H. Waire, 
Major General, USAF, Chief, Army and Air Force Exchange Service. 


Madam Chairman and gentlemen, I am Edward H. White, major general 
USAF, chief of the Army and Air Force exchange service. 

I have been delegated a spokesman for the Department of Defense to appear 
before your committee and present certain essential facts with respect to the 
operation of military exchanges and ships stores. I am qualified to speak firsthand 
concerning the Army and Air Foree Exchanges and in generalities for the Navy 
and Marine establishments. However, Admiral Hetter is here from the Navy and 
Captain Hamilton from the Marines to provide any specific data concerning these 
services. 

As you all are aware, the subcommittee of the House Armed Forces Committee 
conducted an extensive and thorough investigation of the operation of service 
stores in 1949. As a result of this action, severe restrictions were placed upon 
such operations and a set of armed service exchange regulations was drawn up 
and agreed upon by the committee and the Defense Department as a sound basis 
for future operations. These regulations have been rigidly followed, in spite of 
allegations to the contrary. I have been assigned as chief of the Army and Air 
Force exchange service for over 2 years and in that time I have made it a point to 
personally visit over 75 exchanges of all services and to carefully scrutinize the 
merchandise being carried and the methods of operation. I can frankly and 
freely say that the exchange systems are modern and efficiently operated organi- 
zations that would be a credit to any modern chain system in the United States 
today. True, we have some poorly operated units just like A. & P. or Sears, 
Roebuck may occasionally have. When such units are found we concentrate on 
improving their operation to bring them in line. However, unlike civilian organi- 
zations we cannot close out a store if it is a loser, because our personnel in uniform 
are all entitled to the same quality of exchange service wherever they are located. 
It is often necessary to operate units at a loss in order to provide equitable service 
and uniform prices. 

I have read the testimony presented to this committee by earlier witnesses 
representing the American Retail Federation. I feel that it is only just and 
reasonable that some of the inaccuracies and misrepresentations, deliberate or 
unintentional, in that testimony be corrected. 

Unfortunately, the American Retail Federation has not presented the senti- 
ments of American business as a whole, nor any large segment of civilian retailing. 
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Rather, representing a relatively small but vociferous minority, it has seen fit 
to sacrifice objectivity in order to deliver a harsh attack upon the servicemen’s 
store. Were these charges true, I would be the first to admit that we have a 
serious situation on our hands. But I sincerely feel their allegations are based 
n misrepresentation and unsound conclusions. Actually, military exchanges 
have been seriously maligned through inference and half-truths, and as spokesman 
for the 3 million uniformed stockholders of military exchanges, I feel it my duty 
to set the record straight with facts and figures, recognizing that this committee 
may then draw its own conclusions. The exchange service is proud of its record 
of complete frankness and cooperation with the Congress and the public, and we 
are confident that the determinations made by this committee will reflect a fair 
and judicious settlement. 

First, I would like to correct several general inferences not specifically covered 
by our agreements with the Congress. It has been charged that exchanges sell 
below cost and are operated at the expense of the taxpayer. The first is absolutely 
false and the second is based on only a figment of truth. The prices of merchandise 
sold in exchanges reflect all operating costs including wages of all civilian personnel 
transportation, insurance, and all overhead terms such as heat, light, gas, water 
ete. To the cost price of merchandise is added a markup, just as in any civilian 
retail store. This markup ranges from a low of 7% percent on items of greatest 
common necessity, such as soaps and toiletries, to a high of 25 percent on con- 
venience items such as small radios, watches, and appliances. This markup is 
determined so as to return sufficient revenue overall for the exchange to pay all 
of its operating of its operating expenses and earn approximately 6 percent net 
profit for service welfare and recreation programs. Under no circumstances do 
exchanges ever sell below cost except to move dead stock or make inventory 
adjustments in accordance with sound merchandising procedures. 

Another favorite attack implies that senior officers are largely the beneficiaries 
from the exchange stores rather than the GI. This is definitely unsupportable 
bv any factual data or even sound inference, and is an insidious and vicious form 
of criticism. Exchanges are operated for the benefit of all military personnel. 
While the regulations do not aistinguish between an enlisted man and an officer, 
the majority of exchange customers are enlisted men. Therefore the overwhelm- 
ing bulk of merchandise is such as would appeal to the enlisted man’s need as 
well as his pocketbook. By the same token, the profits from exchanges return 
not to the officer, aespite the fact that through his purchases he contributes 
toward them, but to libraries, hobby shops, athletic fields, day rooms, and similar 
facilities primarily used by enlisted personnel. Officers do not participate in ex- 
change dividends. The majority of exchange purchases are in common necessity 
items used by all military personnel—tobacco and snacks, drug-store type items, 
soft drinks. In the case of uniform clothing, accessories, insignia, underwear, 
shoe-polish kits, and a variety of other types of merchandise, the predominance 
is in lines appealing to enlisted personnel, both from a utilitarian point of view 
as well as price. While I have no figures, it is a matter of common knowledge 
within the exchange service that comparatively few officers use their exchange 
generally because restrictions on exchange type, scope, and cost price of mer- 
chandise have removed from exchanges the somewhat more expensive lines that 
a senior officer could afford and might prefer. A stroll through any typical ex- 
change would bear this out. This is further borne out by the fact that officers 
spend much less than 10 percent of their pay in the exchange, even though most 
officers are married and have children, whereas the average enlisted man spenas 
approximately 20 percent of his pay in the exchange and only a small percent 
have dependents. Also, only approximately 10 percent of military personnel are 
officers, less than 4 percent above the grade of captain. Combining all these 
factors, it would appear that less than 2 percent of the volume of business done 
by our exchanges is with officers above the grade of captain. 


TAX-FREE CIGARETTES 


Another query that has been placed before this committee concerned the tax- 
free sale of cigarettes overseas. This exemption from Federal taxes is a traditional 
benefit provided by the Congress to uniformed service personnel on the high seas 
and stationed in oversea areas in recognition of the extra sacrifices such personnel 
are required to make. Federal taxes are paid on all cigarettes sold within the 
United States. 

As Chief of the Exchange Service, I do not feel qualified to comment on a 
program of tax exemption provided by the Congress. For over 10 years now 
servicemen who are assigned overseas, usually under unpleasant and difficult 
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conditions, and denied many of the privileges they would receive were they 
stationed at home, have been granted this privilege. However, I do feel sincerely 
that this program is a fine and decent one which acknowledges the sacrifice that 
these men must make. I am sure the amount of revenue involved is small, but, 
to the serviceman overseas, I can say from my own experience the pleasure they 
receive from this evidence of concern for their well- being is large. In the name 
of the men overseas, I would like to urge this committee that they do not consider 
revoking this small but important privilege they have so generously granted our 
service personnel overseas. 

In the matter of State taxes, all States individually have generously agreed to 
exempt from State taxes cigarettes sold to military personnel within their States, 
Through this action, they have helped save the individual serviceman sums 
ranging from 2 cents up to as high as 8 cents per pack of cigarettes. In about 
half of the States this exemption has become a matter of law through action of 
the State legislatures, and in the other half the exemption is through administra- 
tive agreement between the military services and the State tax administrators, 
In providing exemption from State taxes, none of the States concerned saw fit 
to distinguish among military personnel and applied the privilege to all, private 
to general. 

] am sure that no general or admiral would object seriously to the loss of his 
cigarette State tax exemption should the States so desire, but thus far the States 
have avoided any hint of class legislation believing, I imagine, that if life for 
admirals and generals is made unattractive, we will lack candidates for those 
positions among the privates and seamen of today who may aspire to those posi- 
tions tomorrow. 

This gets back to a basic point in this question. The inference that these stores 
and privileges are maintained for what the newspapers love to call the “‘high brass” 
is nonsense. Most of my acquaintances among general officers and admirals rarely 
deal in exchanges and commissaries claiming, oddly enough, that there is not 
sufficient saving to warrant the time and effort involved. The stores and the 
privileges are pretty much the domain of the enlisted man and low-rank officer 
who needs these privileges to maintain a minimum decent standard of living. 


19499 AGREEMENTS 


It has been stated before this committee that promises were repeatedly made 
that the alleged abuses and unfair practices of military exchanges would be elimi- 
nated, but that such promises were never carried out. I firmly contradict this 
statement and insist that the agreements of 1949 with the House Armed Services 
Committee have been scrupulously adhered to by the exchange service. I contend 
further that the exchange service has gone well beyond the letter of these agree- 
ments to prove its good faith and intent to the Congress. Every single item of the 
agreements reached has been not only applied to all exchange operations but 
strictly enforced. The enforcement measures and the screening processes make it 
difficult, if not impossible, for an exchange to circumvent those agreements even 
if they desired to doso. For the past 2 years, in literally dozens of publications to 
the posts and bases, I have constantly hammered away at the theme as to why we 
must live within those agreements and thus earn the continued respect of the 
Congress. These publications are available and can be placed in the record if so 
desired by the committee. I know of no evidence or concrete reason why anyone 
would make the charge that we have done nothing about those agreements. 

Here is a digest of the steps taken since 1949—and rigidly adhered to—in con- 
nection with those agreements: 

\a) Exchange special orders were abolished. 

(b) Federal retailers’ excise tax has been applied to all appropriate merchandise. 

(c) Exchanges reimburse the Government for all utilities used (last year this 
amounted to over $1 million). 

(d) Cost-price maximums were placed on all merchandise categories recom- 
mended by the Congress, including appliances, jewelry, housewares, and others. 

) Exchanges pay all operating and maintenance costs of equipment they use. 
(This had been the practice prior to the hearings but was thus extended and made 
permanent.) 

(f) A broad indoctrination program was undertaken to create better under- 
standing between military personnel and civilian retailers in the local community. 
Exchange officers and general managers are encouraged to join the principal civic 
organization in the community. 

(g) Identification procedures were strengthened and improved and made 
uniform in all services. 
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h) Asingle name was established for all exchanges of all services, armed services 
exchanges. 

i) The Army Air Force exchange service adopted an audit by an outside, 
independent civilian audit firm. 

)) Uniform exchange regulations were adopted by all services. 

(k) Unremarried widows of Army and Air Force personnel killed in line of duty 
were permitted exchange privileges. 

The above represents the complete action recommended by the House Armed 
Services Committee Subcommittee on Exchanges on August 2,1949. In no case 
was there either a change made from the original recommendations or a circum- 
vention of the original recommendations. This is a matter of record and, if 
desired, documentary proof covering each recommendation and action taken can 
be provided by the Army and Air Force Exchange Service. 

The allegation that the exchange service ignored the recommendations of the 
House Armed Services Committee in 1949 is completely without foundation. 


AMERICAN RETAIL FEDERATION MISREPRESENTATIONS 


It has been stated that “almost any civilian, desiring to do so, may purchase 
in an Armed Forces exchange.’”’ The American Retail Federation survey itself 
proves that this is not true. The ARF, admittedly a group hostile to service 
exchanges, found that the only way in which a civilian who was not authorized 
could purchase in an exchange was by means of subterfuge. An investigator hired 
by the ARF to help prove his case visited seven Army and Air Force installations. 
At every one of those seven installations by his own admission in the ARF report, 
which is available to the committee, he was required to produce identification. 
The investigator produced official military identification—a Reserve officer’s card. 
This misled some clerks into believing that he did have exchange privileges, for 
feserve officers, when on active duty exceeding 72 hours do have unlimited 
exchange privileges. Moreover, this Reserve officer definitely misused his military 
identification and should possibly be subject to disciplinary action for such abuse. 
Admittedly, the clerks erred in accepting an official identification which does not 
automatically provide exchange privileges. This loophole has been plugged. 
Intensified training programs and a personal letter I wrote pointing out this 
situation to a total of 245 Army and major Air iorce commanders and every 
single post and base commander in this country have eliminated this situation. 
I challenge a civilian, without misleading identification or other subterfuge, to 
walk into any Army or Air Force exchange today and purchase in an exchange 
if he is not entitled to do so. We have maintained a continued vigilance at each 
post and base to prevent unauthorized purchasing. To strengthen that program 
we have a broad training and indoctrination program, encompassing not only 
exchange personnel but customers as well. I have received the personal assurance 
of nearly 140 installation commanders that they have in operation such checks 
and cross checks on unauthorized purchasing as to almost guarantee that it 
cannot and will not occur. On the other hand, I readily agree that were an 
unscrupulous individual intent on buying and were he willing to go to extremes 
of falsified identification and other extremes he might well pierce this barrier we 
have created. Even with our strict and rigid policing system and an identification 
procedure that is becoming more foolproof than ever, there may be now and then 
an isolated case of unauthorized purchasing. We are in much the same position 
as are Sears, J. C. Penney, or Woolworth in relation to shoplifting. 

In the past 5 years, semiannual independent inspections by the inspectors 
general of both services failed to reveal any widespread evidence of such practices. 
Spot checks by my headquarters and regional-office representatives similarly 
failed to find evidence of any widespread unauthorized purchasing. The reason is 
simply that it does not exist. 

The American Retail Federation survey proved only that by using official 
Reserve officer’s card an individual was able to make certain purchases under the 
inference that he was on active duty. This will not happen again. Even under 
such false pretenses I do not believe it could happen in any of our domestic ex- 
changes today. 

Now I would like to highlight a few of the specific misrepresentations presented 
to your committee with reference to military-exchange activities. 


“Retailers subjected io severe retaliation, even boycotts, from local Armed 
Forces personnel.” 


If there were any boycotts as a result of the 1949 congressional investigation of 
exchanges, they were spontaneous and local with absolutely no official sanction or 
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knowledge thereof by anyone in the Defense Department or exchange service 
Following the 1949 hearings, newspaper reports indicated that some military 
personnel felt a deep resentment against merchants who had helped restrict the 
p »X privilege. I have been subsequently informed that many of them felt it was 
like “‘biting the hand that feeds you’”’ since they and the military service as 
whole contributed so heavily to the prosperity of the local communitie . Hovy- 
ever, they were given no information nor cooperation from any official source. 
This situation illustrates the old law of the market place and the individual’; 
right to deal with any store he chose. The inference that such action was moti- 
vated by official cognizance is untrue. 


‘Soon after the outbreak of Korean war complaints of unfair competition * * * 
again poured into our office.” 


The inference here is that there has been some increase in exchange activities 
coincident with the outbreak of the Korean situation. This is not so. Despite 
the fact that military personnel have had two pay increases in the past few years, 
the amount they spent in their exchanges did not increase. Per capita sales in 
exchanges are approximately the same as they were 2, 3, and 5 years ago. This 
means, of course, that the soldier and airman today is actually spending a smaller 
portion of his pay in exchanges and thus has a greater amount to spend in down- 
town civilian stores. A situation exists whereby the average exchange enlisted 
male customer is spending more than 80 percent of his pay in the downtown 
community. 

The following official figures of how the customer spends his dollar in his ex- 
change, contrasted with the same breakdown in 1949 and 1950, indicate that there 
is no substance to the argument that exchanges are competing with the civilian 
community. Even within these categories the variety is so wide that it is im- 
possible to support any argument that there is an appreciable impact upon any 
single segment of civilian retailing. It may be well to note also that the entire 
sales volume of all Army and Air Force exchanges in the United States today 
totals less than one-fourth of 1 percent of the sales volume of comparable retail 
stores as reported by the Department of Commerce statistics for 1951. 
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The above figures illustrate an important point that the American Retail Fed- 
eration has chosen to ignore despite the availability of such information to them 
That is the fact that exchange-sales volume is concentrated in non-retail- -type of 
items—food and service, snacks, cigarettes, candy, soft drinks, toiletries, uniform 
accessories—in short, merchandise that does not come within the range of purely 
retail merchandise from the American Retail Federation point of view. This 
purely necessity merchandise encompasses 84 percent of the total volume and 
belies the assertion that exchanges deal largely in luxury-type merchandise. 

Exchanges do not compete with the civilian community. Indeed, in many 
communities across the land adjacent to military installations, the thousands of 
stores which have sprung up when an installation was activated stands as proof 
that American retailing gets a good portion of its business from the man in uni- 
form. We have no quarrel with that. We have no desire to move into broader 
fields of retailing. We simply wish to continue to provide, as we have for over 
a half century, the items of convenience and necessity that the man in uniform 
requires, at a price he can afford to pay, and in surroundings that are modern 
and pleasant. 

In order that the sundry item in the above table be not misunderstood, it includes 
all other merchandise not easily classified such as shoe polish, brushes, metal polish, 
notions, athletic equipment, electric appliances ($16.50 cost limit), small radios 
($38. 50 cost limit), and inexpensive hardware items common to variety chain 
stores. This analysis boils down to the fact that only a very small percentage 
of exchange business could possibly be construed as competitive with private 
business and is insignificant when realistically considered. 
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“Convenience and necessity.” 


What is an item of convenience and necessity? It is an ever-changing thing 
because the American standard of living is an ever-changing thing. As the 
American standard of living has improved so has the definition of a necessity tem. 
You can’t stock a 1953 PX with 1895 items of necessity. At one time in exchange 
history horse blankets were a big item, so were snuff and sabers. Today, a small 
portable radio is hardly a luxury to the young American corporal and his wife; it 
isa necessity. The same is true of the other items we stock. 

We boast of the friendship of many civilian retailers in communities near our 
exchanges. They recognize that we are not competing, but providing an essential 
service. Most civilian retailing organizations now recognize that. You do not 
see, today, appearing before this committee the really large civilian retailing 
associations—the ones truly representative of American retailing. There is good 
reason Why youdonot. They felt they had a legitimate complaint in 1949. They 
presented it. A solution was worked out. They watched us closely since then. 
Today they are satisfied. They know how scrupulously we have lived within 
those regulations. They do not desire to penalize the serviceman by wihttling 
away at his every small privilege. They are above that petty type of action. 
The allegations you have heard made against the exchange are not typical. They 
come from a small but highly vociferous minority. They are not based on fact. 
They are not supported by evidence unless you seriously consider that shoddy 
survey Where @ man masqueraded as a legitimate exchange customer and pre- 
sented a biased and inaccurate report. 

I do not believe American retailing as a whole has any quarrel with exchanges. 
[ do not see any criticism from Penny’s, or Sears, or Montgomery Ward’s, nor do 
I see any from the really important retailing associations. I think it is fact that 
one small isolated group is committed to reducing the soldier’s PX privilege re- 
gardless of what such action would cause in the way of reduced morale, and extra 
expense for soldiers and airmen. Perhaps even more important, they ignore an 
nerease in the need for tax funds ranging up to $30 million a year to support 
troop welfare activities now supported by the exchange systems, if present ex- 
change activities are curtailed. 

We are attempting to provide only facts and let the committee draw its own 
conclusions, but I wish to state again that it is difficult for us to combat reckless 
charges, unsupported allegations, and selfish unconcern because such attitudes 
do not yield to facts. 


‘‘We do not think they should be selling lawn mowers * * *” 


This is an example of one of those things which plague the exchange now and 
then. A eritie like the ARF selects an item, whether a lawn mower or ladies’ 
ingerie, and holds it up as an example of luxury merchandise. Actually to begin 
with, such merchandise, if carried at all, represents an infinitesimal percentage of 
exchange stocks and it is usually carried because regulations require that military 
have such merchandise available. The case of ladies’ lingerie has been getting 
an undue share of publicity lately. The answer is simple—we have WAC’s and 
WAF’s and wives of military personnel. There is no need to elaborate on this 
except that lingerie stocked in exchanges cannot exceed a cost of $8.80. Certainly 
not luxurious. 

We do stock lawn mowers at some of our installations and for very good reason. 
Air Force Regulation 90-1, December 14, 1950, and Army SR 420—70-—1 require 
that military personnel residing in Government quarters mow their own lawns 
where such services are not provided by the installation. Where mowers are not 
available from the local Air Installations office, individuals must provide their 
own. Military personnel who have bought or rented homes off an installation are 
also required to keep their lawns mowed. Thus, we must stock lawn mowers at 
such installations. In practice, we sell very few of them but the few we do sell 
are essential to our customers who are in situations such as that described above. 
Certainly, this is not a luxury item. 


‘* * * The authorized list of resale items was being ignored by some 
exchanges.”’ 

This is a false statement. A review of the ARF survey shows no such situation. 

\ personal investigation conducted by me of the seven installations proves this 
is not true. Actually, even if an exchange desired to ignore the authorized list, 
there is no way in which it could. All exchange purchase orders are screened by 
an exchange regional office against the authorized list and cost price limits. Any 
items which, through error or design, might not be on the list are stopped at that 
point. The system is 99.99 percent accurate. The only way it could possibly 
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be beaten would be in the situation where an exchange officer, through connivance 
with a distributor, changed the nomenclature of an item. When found, as jt 
inevitably would be, this type of action might well cost the exchange officer his 
military career. As there would be no incentive whatever for him to take such 
a drastic risk, you can see that it is only a wild hypothesis. Once again, the 
American Retail Federation has made a charge completely unsupported by fact 
and unsupported by their own investigators and their own report. 


“‘Most of the sales stores are tastefully decorated and efficiently equipped * * * 
to provide a comfortable shopping atmosphere.”’ 


This is true and we are proud of it. To the average man in uniform, the 
military reservation is a drab place. He looks to his PX with its snack bars and 
soda fountains as an oasis, a club, a place where he can browse around when the 
day is through and meet his friends. We try to keep the stores pleasant looking 
and comfortable for him. All day long he may be given orders to do this and 
do that and do it on the double, but when the day is done and he strolls over to 
his exchange, here he is king—here he is treated with utmost courtesy and con- 
sideration—here he finds efficient equipment to serve him speedily and well- 
trained sales personnel. It is his money, not the taxpayers’ money, which has 
paid for these facilities. We have yet to hear a complaint from any of the 2% 
million men we serve that our stores are too fancy. Yet, he knows that it is 
his dollars that have helped make them that way. As a matter of fact, the only 
complaint we have ever received that we are operating too efficiently comes from 
the American Retail Federation. 

In this connection, I would like to mention the remarks of a very prominent 
psychiatrist who is visiting military bases on a consultant basis. He says that 
exchanges do more to save the taxpayers’ money by preventing mental break- 
downs, disturbances, discouragement, and frustration by having nice, clean, 
comfortable snack bars, beer parlors, ‘‘convenience merchandise’’ to meet the 
needs of young married people, than all the doctors, chaplains, and other agencies 
put together. This doctor’s report is not yet in so T cannot give his name. 


‘“Exchanges seek ever-increasing volume of business by reason of newspaper 
advertising, special sales * * * and other sales promotions * * *” 


This is false. Exchanges have been prohibited since 1950 by official regulation 
from purchasing advertising in any periodical for any type of advertising or 
merchandising. A more recent regulation prohibited them from any promotional 
activities other than notices in official publications outside of the physical exchange 
premises. There are no special sales except occasional clearances of shopworn 
or damaged merchandise in order to clear the shelves. 


“Exchange managers * * * salaries are conditioned upon achievement of a 
certain volume of sales.’’ 


This is false. “A civilian manager’s pay is on an incentive basis but the incentive 
is worked out on a formula which encourages him to reduce operating expenses 
and exercise greater control over his inventory position. It rewards expense 
control primarily, not sales volume. 


SUMMARY 


The committee has heard talk of gigantic exchanges with elaborate equipment 
and a wide range of merchandise. I would like to give you a picture of what 
exchanges really are: 

They are small. More than half of our military installations have strengths 
of fewer than 5,000 men and the exchanges there are small. Most of our Army 
and Air Force installations are not around large cities such as those here in 
Washington. This situation in Washington is about as untypical as you can get, 
and that is the reason why our critics select it. 

We employ about 20,000 civilians in all parts of the country. We pay their 
wages from nonappropriated funds. 

We utilize thousands of small-business men as concessionaires to provide essen- 
tial services that a soldier requires on the post—haircut, shoe repair, and the like. 
These civilian small-business men do a yearly volume of $75 million. I repeat 
they are civilian small-business men usually from the local community. 

We help support the local small civilian communities through local procurement, 
utilization of local services, awarding concessions to local small-business men, 
spending our profits locally for welfare purposes. In one community alone, San- 
Antonio, the amount we thus pour into the local community through wages and 
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expenditures amounts to $1 million a month—$12 million a year. The merchants, 
like the rest of the community, benefit from this. I know because they told me 
so when I voluntarily appeared before their chamber of commerce a few months 
ago to discuss this PX question. They are surrounded by military installations 
in that city. Yet they have no quarrel with us. They recognize that we have an 
essential job to do within certain well-defined limits. They recognize that the 
soldier spends little with us and a lot with them. 

The merchandise we stock can be made to sound very elaborate. Yet we stock 
nly merchandise specifically approved by the Congress through the House Armed 
Services Committee in 1949. And how did that committee arrive at its decision 
as to What we should be permitted to stock? They made their decision after long 
study based specifically upon the rec ommendations of the Nation’s major retailing 
organizations and the minor ones, like the American Retail Federation, as well. 

Many of our exchanges operate at a financial loss. The reason they do is that 
they are primarily a service to men at remote installations and service comes first. 
This loss is made up by the larger installations which make a greater profit because 
of their volume. 

The savings a soldier or airman makes in his exchange have been considered 
by the Congress in every determination on military pay. Thus, if you reduce 
any single area of exchange benefits you are, in fact, reducing the soldier’s pay. 
But I do not believe there has been any widespread or responsible agitation for 
reduction in exchange privileges. Most of the hostility stems from this single 
retailing organization. 

The charge that we have grown in size or have any desire to do so is sheer 
nonsense. First, there is no incentive for us to do so. Second, we operate only 
within those limits established by the Congress in 1949 and which are just as 
applicable today. Third, our official financial statements refute any charge that 
we have expanded. In fact, they prove that on a per capita basis we have gradu- 
ally contracted. Fourth, we are not operating a civilian retailing business. We 
are operating a service of which the retailing of civilian-type merchandise is a 
small facet. Fifth, I am head of a trust, you might call it, which has roots deep in 
history, @ traditional benefit of wearing the uniform. I ‘am the temporary head 
f that organization, pledged for my tour of duty to continue and to improve this 
essential service. What possible incentive is there for me or any of my staff to 
increase our business into competitive fields? It doesn’t put a penny in my pocket 
nor theirs. No; this testimony is misleading. My job is simply to provide the 

an in uniform, wherever he may be stationed, with those present-day items of 
convenience and necessity to make his service life just a bit more pleasant and to 
do it in such an efficient manner as to save him a little money. Our mission hasn’t 
changed in over 50 years. We are trying to do an essential job, one prescribed by 
the Congress, and to do it as well as we can. 


THe ANOMALY OF PuBLic INSTITUTIONS IN PRIVATE BusINEss ! 
By Bernard L. Oser, Food Research Laboratories, Inc., Long Island City, N. Y. 


The complete integration of tax-free institutions into our free enterprise system 
so that society can derive the greatest benefit without making them a source of 
unfair competition is ‘a serious problem but one which can be solved. 

In the research field tax-free educational institutions who compete with private 
enterprise enjoy an unfair advantage merely by virtue of their university status, 
in the eyes of an uncritical lay public, which may bear no relation to their capac ity 
for carrying out specific investigations. Further the tax-free institutions, by 
accepting research assignments, as many currently do, compete with their own 
graduates and also tend to depress professional salaries gener: ally. 

Tax-free organizations and educational institutions were relieved of tax burdens 
and certain legislative restrictions because implicit in their existence in a demo- 
cratic society is the basic principle that they were created to serve the entire com- 
n unity equitably and wines discrimination. They are, in a sense, quasi-public 

governmental fac ilities. By their very nature 
they cannot and should not use their tax-favored advantage to compete unfairly 
ith one part of the community for the benefit of another part. 

The whole concept of community responsibility, in fact the entire free-enterprise 
system, is disturbed when the tax-favored educational institution or foundation 


! Presented at the Conference of Independent Laboratories, March 21, 1947. 
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devotes what are essentially public facilities and resources to the services of an 
individual firm. There is a growing ard alarming tendency to pursue this policy, 
and it has implications which extend far beyond the campuses. In other profes- 
sional fields such as law, medicine, journalism, etc., analagous practices are not 
considered in the best interest of our society. More obvious use of governmenta; 
facilities for individual gain has on many occasions been a matter for investigation. 
When an educational institution, which to the extent of its tax relief is publicly 
supported, carries on investigations the results of which become the sole property 
of a commercial organization, should we not question whether this is not another 
instance of the use of public funds for private profit? 

We do not suggest that the tax-free institutions cease their research activities. 
On the contrary we urge them to expand their facilities for this purpose. In ar 
aggressive free enterprise system there is always room and need for further 
research. This is particularly true with regard to fundamental research as op- 
posed to applied research. Educational institutions develop from time to time 
facilities which are unique. There is no question that it is not only the right but 
the duty of the tax-free institutions to make these available to commercial enter- 
prises. Sooner or later, however, the tax-free institutions find themselves com- 
peting with independent laboratories who have meanwhile become similar}; 
equipped. The tax-free institution must clearly see its position in this regard, 
Its fees for services rendered to industry must be commensurate with those of 
private firms which do not enjoy special tax privileges or endowments nor the use 
of student labor at nominal, if any, salaries. There are other items which compet- 
ing firms must take into account such as rent, utilities, and insurance. 

Further we maintain that the findings of tax-free institutions in every field and 
at every level, no matter how financed, are in the public domain and should not 
be handed over privily to an individual, firm, or organization. If the tax-free 
institutions refuses to return the benefits of its researches to the community at 
large and continues to serve this or that firm on a confidential basis, the institu- 
tion should realize that it automatically prejudices its tax-free status to that 
extent. The great State of New York, itself, discovered in the now famous Sara- 
toga Springs water case that when it entered the commercial, competitive field it, 
too, lost its public character with regard to tax exemption. It is clear that the 
American way of life requires that the results of tax-free research be part of the 
public domain—available to all—restricted to none. 


Harpy’s, 
Norfolk, Va., July 28, 1958. 
Hon. Ceci M. HARDEN, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear CONGRESSWOMAN HarpeEN: As aretailer in an area of heavy concentratio1 
of the military, | am particularly concerned with the competition offered by armed 
services post and Navy exchanges with private business. I am aware that this 
has been the subject of discussion from time to time for many years with the 
occasional imposition of very limited restrictions on their operation. They con- 
tinue, therefore, to be a serious threat to the operation of private enterprise in 
many areas of the country. With the wide selection of merchandise carried in 
these stores, there is scarcely a retail establishment in this area which is not 
affected. There is no question about the fact that post and Navy exchanges 
have far exceeded the bounds of the original intent of their operation authorized 
by law. 

The list of items which retailers believe could be appropriately offered for sale 
in the Armed Forces exchanges presented to you by the American Retail Federa- 
tion, I believe to be a very liberal one. It provides the items essential to every- 
day living which is more in keeping with the spirit of the law establishing the 
service exchange. I urge that the items for resale in the post and Navy exchanges 
be restricted to this list unless your committee finds it advisable to reduce it to 
fewer items yet in order to effect efficient and strict enforcement. 


Sincerely, 
S. D. Harpy. 
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APPENDIX 2 
MISCELLANEOUS 


CoiumBIA TyPoGRAPHICAL Union, No. 101, 
Washington 1, D. C., July 31, 1953. 
Ceci M. HarpeEn, 
Chairmgn, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House of Representatives, Washington 25, D. C. 


My Dear Mrs. Harpen: On June 12, 1953, one James Brackett, general 
manager of the Printing Industry of America, with headquarters at the National 
Savings & Trust Co. Building, 15th and New York Avenue NW., Washington, 
D. C., submitted a statement to enlist your support to increase the amount of 
Government printing subcontracted to private commercial printing plants, over 
the millions of dollars of this printing now put out on a ‘‘WPA system” at increased 
costs to the taxpayers. 

In April 1951, this same printing lobbyist allegedly prevailed on President 
Truman to issue Executive Orders No. 10210 and No. 10216 to permit Govern- 
ment printing to be put out “without competitive bidding or even a performance 
bond.” 

\s far back as 1856 this organization— America’s oldest labor union—cooperated 

a campaign to establish a Government printing plant to eliminate the evils of 
subcontracting Government printing. 

It was President Abraham Lincoln who opened what is now called the United 
States Government Printing Office on its present site, on March 4, 1861, after 
Congress had authorized the purchase of the Wendell plant for $135,000. 

Eleven States now have copied the example of the Federal Government, and 
today have their own printing plants—owned and administered by State 
employees. 

It is intelligent and logical that the Government have its own printing plant. 
It is a necessary service for the Government and the taxpayers—and last year 
approximately $1 million was turned in to the United States Treasury from this 
one agency. ” 

Stamps, bonds, and paper money are all printed at the Bureau of Engraving 
and Printing. There is no agitation to sublet this work. 

Mr. Brackett, as the official lobbyist for some 4,000 commercial printing plants, 
seemingly seeks to make a “WPA” out of Government printing—at a much higher 
cost to the taxpayers. 

The wages of the skilled craftsmen at the Government Printing Office are 
adjusted once every 12 months in accordance with the weighted hourly wage 
paid for similar work in the 25 largest cities of the United States, as reported by 
he Bureau of Labor Statistics. 

These skilled printing craftsmen are recruited from all over the United States 
and they establish their homes in Washington as GPO employees. The Govern 

ent is thus able to supervise and control these craftsmen in the best interests 
of the Government and the taxpayers. 

Prior to the establishment by act of Congress in 1860 of the Government 
Printing Office, much time and debate were spent by Congress over the subcon- 
tracting of Government printing. Henry Clay was once challenged to a duel by 
another Senator in a dispute over a contract for Government printing. 

Evidently Mr. Brackett would have our Government go back 93 years, and 
thus increase costs and headaches for the Federal Government by a reversion to 
practices that prevailed until President Lincoln saw the wisdom and economy 
possible through a Government printing agency. : 

The Government Printing Office does “top secret’? Government printing, 
Supreme Court decisions, codes of the Armed Forces, security regulations, etc., 
and it is absolutely necessary that this printing be entirely in the hands of the 
Government. ~ 

If it is “‘socialistic’” to have the Government do its own printing, then it is 
also “socialistic” to do its own typing; run post offices or even do its own kitchen 
work at the White House—or should a caterer be employed to prove it is not 
“socialistic’’? 

Certainly the printing requirements of the Government have increased terrif- 
ically, but so has the Government organization. 

‘Abraham Lincoln had the right idea when he signed the bill establishing the 
Government Printing Office and James Brackett, in his ‘‘Monday-morning 


35810—54— pt. : 
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quarterbacking,” is hardly the one to criticize at this late date as “‘socialistic’” 
an Abraham Lincoln ‘‘monument.” 
I would appreciate it if this statement could be included in the Printing Com- 
mittee report which includes Brackett’s statement. 
Respectfully yours, 
JessE B. MANBECK, 
President. 


CONGRESS OF THE UNITED STATES, 
House oF REPRESENTATIVES, 
Washington, D. C., July 27, 1958. 
Lt. Gen. Wituram B. Kean, 
Commanding General, Headquarters Fifth Army, 
Chicago, Ill. 

Dear GENERAL: As a result of an inquiry I made in behalf of Frank X. Kern of 
the Arab Pest Control Co. of Indianapolis, Ind., I have received a report from 
Col. E. P. Beyer regarding the change in plans for effecting insect and rodent 
control at Fort Benjamin Harrison. The Arab Pest Control Co. has been 
servicing the fort at a bid price of $150 per month, but was informed on July 9 
that such a contract would no longer be let, the work to be done on a full-time 
basis by the Army. It was Mr. Kern’s contention that this would cost more for 
manpower, chemicals, and equipment than having the work done by a private 
concern. 

Colonel Beyer wrote to me as follows about this situation: 

“The report as to the change in plans, as indicated in your letter, is correct, 
This change was directed by Headquarters Fifth Army, Chicago. 

“There is justification for the new plan. Under the ‘contract’ plan, the service 
was provided by the contractor on a part-time basis. The quality of service was 
satisfactory. It included only the buildings on post. With the addition of the 
new finance center building and, later, 300 Wherry housing units, it is doubtful 
if contract service could be obtained at the old rate of $150 per month. 

“Under the new plan, service will be extended to include all critical outside 
areas. It is contemplated that eventually two employees will be required for 
this purpose. The rate of pay is $1.85 per hour. As of this date, no employee 
has been assigned to this duty on a full-time basis. The estimated cost of materials 
and equipment to perform this function is $985 per annum. Supervision of the 
new plan will be at no increased cost to the Government, since these supervisory 
functions will be performed by supervisory personnel now employed in the post 
engineer section. 

“The new program will be conducted fully in accordance with the current 
Federal economy program. Should the new plan prove to be more expensive 
than the old, changes will be made in the interest of economy.” 

I sent this report to Mr. Kern and have received the following letter from him 
which 1 believe merits careful consideration: 

‘“‘We were given no chance to bid on the new project as mentioned in the 
colonel’s letter, but would appreciate this opportunity. In fact the Fifth Corps 
is presupposing bid figures. Two men at a $1.85 an hour each, without super- 
vision, retirement pay, ete., for a 4-week month of 40 hours a week will cost 
$592 and the chemical! cost of $985 per year, broken down to 1 month is approxi- 
mately $82. This would make a cost to the Government of better than $674 a 
month for this work. 

‘‘Would it not be better to ask bids on this job with the provision that no bid 
be accepted for over $674 and give industry a chance to show its costs on this 
work first?” 

As a member of the House Committee on Government Operations, concerned 
with greater economy in our Government, and long an advocate of taking the 
Government out of competition with private suppliers whenever possible, I 
would be greatly interested in knowing on what basis it was determined to turn 
this pest control project over to the Army. I am wondering if it would not be 
advisable to give private industry at least a chance to bid on the project before 
it is assumed that the Government can carry out the program more economically 
than private enterprise. 

I would greatly appreciate hearing from you about this matter. 

Sincerely, 
CuarLEs B. Brownson. 
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Derroit, Micu., July 21, 1958. 
Congressman GrorGcE MEADER, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN MrEApeER: It has come to our attention, here in Detroit, 
that the United States Government’s General Services Administration is specifying 
that many private companies purchase their office equipment and supply items 
from the GSA when they are working under a Government contract. 

Most of these private companies are also engaged in private business, not 
associated with the Government, and when they see prices from the General 
Service Administration, which the average local stationer has no possibility of 
matching, it presents a serious competitive problem. First of all, I strongly feel 
that the Government should not be engaged in competition with private industry, 
and secondly, by presenting these low Government prices to the private plant 
purchasing agent they have a definite tendency to drive down prices in the areas 
infwhich this situation prevails. 

The members of our industry made an average net profit last year of around 
2 percent and they can ill afford to have their prices driven down any further, in 
the face of rising costs, because if this does happen their profit percentage will 
disappear entirely. 

I understand that you are a member of the subcommittee investigating this 
situation, and I strongly urge you to present the case of the Michigan Office 
Supply Industry. 

Sincerely yours, 
W. B. Grecory & Son, Ine. 
WituraM B. Grecory II. 


Rosstyn, Va., June 17, 1958, 
Hon. Ceci M. Harpen, 
House Operations Subcommittee, 
House Office Building, Washington, D. C. 


° 

Dear Mapam: I am enclosing some correspondence which I have had with 
different organizations of the Federal Government recently. ‘ 

Since I have been informed that your committee is looking into the Government 
structure to see how essential it is, I am offering this correspondence for your 
information. 

We of the trucking industry stand ready to serve the Government in every 
transportation need. Economy and private competition are the essence of our 
country. 

May I wish you every success in your activities with some resultant beneficial 
results. 

Very sincerely, 
, J W. Barron. 


Marca 16, 1953. 
Mr. Russett ForseEs, 
Acting Director, General Services Administration, 
Washington, D. C. 

Dear Sir:‘I am writing you to ask that consideration be given to eliminate 
waste and excessive costs in the operation of your organization. From the 
newspaper reports, the new administration is attempting to bring the costs of 
Government in line with a balanced budget. , 

Having been in the trucking business for a number of yearsvlocally and as an 
interstate operator, I come in contact with many phases of your operations. I 
know that private enterprise can do these jobs much cheaper and in a more satis- 
factory manner. 

I am not complaining that your organization doesn’t have a job to do, but I 
do feel that much waste can be eliminated with the resultant gain for all of us. 

We of the trucking industry stand ready to serve the Government in all trans- 
portation needs with their respective individual needs. All that we ask is that we 
be given an opportunity to prove our statements. 

Please do not feel that I am writing this letter from a selfish standpoint. I only 
want fair consideration for all of us. 

May I thank you for your courtesy in reading this letter.. I hope that our 
Government will be able to show some real results in an economy way. 

Yours very truly, * 
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Marcu 16, 1953 
Hon. CHarues E. WILson, 
Secretary of Defense, Pentagon Building, Washington, D. C. 

My Dear Sir: I note from newspaper reports that you are attempting to 
eliminate some civilian personnel from the armed services. 

I would like to make the following statement which can be substantiated. 
Namely, that almost every little armed service setup around the country has 
established a transportation system for truck service of Government business. 
Most of this work is done at a loss to the public because of the excessive cost 
Some trips are made where the wages involved exceed the cost of having this 
work done by private business. 

Having operated a trucking business here for a number of years, I come in 
contact with numerous activities of the armed services. It is my opinion that 
the armed services are using too many trucks with too many personnel in the 
local area with excessive costs and waste. 

I am firmly convinced that the private trucking business, along with my own 
firm, can do this work much cheaper and, in most cases, in a more satisfactory 
#manner. The result would be that all would gain. 

Please bear in mind that I am not necessarily complaining as an individual. 
I do think that real efforts should be expended for economy. 

May I ask that you give your consideration to this letter. I wish you the best 
in your new job. 

Yours very truly, 


GENERAL Services ADMINISTRATION, 
Pustic BurLpIncs SERVICE, 
Washington, D. C., March 30, 1958. 
Mr. J. W. Barron, 
General Transportation, Rosslyn, Va. 


Dear Mr. Barton: This will acknowledge your letter of March 16, 1953, to 
the Acting Administrator of General Services, regarding your interest in furnishing 
trucking services to the Government. 

We note from our records that you sent a copy of the above-mentioned letter 
to our regional director, region 3, and that under date of March 23, he advised 
you that their office would communicate with you at an early date to arrange 
for a meeting to discuss in detail the services you have to offer. 

Local moves outside of the metropolitan area of Washington, D. C., and 
interstate moves are handled by commercial companies, therefore, the services 
you have to offer are largely confined to our region 3. Since they have already 
communicated with you, there is no further need of our referring this matter to 
them. 

Very truly yours, 
CHARLEs A. PETERs, 
Director, Buildings Management Division. 


GENERAL SERVICES ADMINISTRATION, REGION 3, 
Washington, D. C., March 24, 1958. 
Mr. J. W. Barron, 
General Transportation, Rosslyn, Va. 


Dear Mr. Barton: This will acknowledge your letter of March 16, 1953, in 
which you enclosed a copy of a letter you had forwarded to the Acting Adminis- 
trator, General Services Administration, indicating your interest in furnishing 
trucking services to the Government. 

This Office is always interested in effecting economy and savings to the Gov- 
ernment; therefore, there is mutual interest in your proposal. Mr. John Thomas, 
Chief of the Personal Property Utilization Division of this Office, will be in touch 
with you in the very near future to arrange for a meeting to discuss in more detail 
the possibilities of using the services that you have to offer. 

Very truly yours, 
Wiutiram A. MiLueR, Regional Director. 
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Munitions Boarp, 
Washington, D. C., April 8, 1958. 
Mr. J. W. Barron, 
General Transportation, Rosslyn, Va. 


Dear Mr. Barton: This is in reply to your letter of March 16, 1953, to the 
Secretary of Defense in which you refer to the use of Government-owned motor 
vehicles for certain Government business. 

It is the policy of the Department of Defense to utilize commercial transporta- 
tion services whenever possible and not to compete with such services. 

Your interest in the conservation of manpower and vehicles to reflect savings 
in defense transportation cost is acknowledged with the assurance it will be given 
consideration in the continuing reviews to accomplish the most economic methods 
consistent with the military requirements and missions. 

Sincerely yours, 
C. H. VoruLer 
(For M. L. Ring, Rear Admiral, SC, USN, Vice Chairman for Supply 
Management). 


The R. P. Lewis Co., 
Flint, Mich., July 2, 1953. 
Congressman GEORGE MBEADER, 
House of Representatives Office Building, Washington, D. C. 


Dear Mr. MEApDER: I understand that you are a member of the Committee 
on Government Operations and Intergovernmental Relations which has been 
conducting a hearing on the general problem of Government competition with 
private industry. 

In that connection there has been called to my attention a copy of the statement 
on behalf of the National Stationery and Office Equipment Association, which was 
filed with your committee. 

I should like to say that this represents a very serious problem to distributors 
of office equipment. In our own situation we have had numerous instances with 
the Buick Motor Division of General Motors, and also with Oldsmobile and the 
Fisher Body Tank Division where the Air Corps has insisted that certain equip- 
ment be purchased through the General Services Administration in direct competi- 
tion with standards which these corporations have set up for their own purchasing 
and a sacrifice of considerable interchangeability of equipment and at a very 
negligible price saving. 

The actual end result of this procurement policy will be that these companies 
will not be interested in buying this equipment from the Government at the 
termination of their defense contracts and therefore the Government will wind up 
by owning some substandard equipment which cannot be disposed of economically 
because if cannot be disposed of where it is and therefore the cost of moving and 
selling eats up any theoretical economy which might have been accomplished at 
the time of the original purchase. 

Companies like these maintain careful standardization programs of office 
equipment so that they accomplish the maximum interchangeability and utility 
in their office equipment buying and when an outside agency like GSA buys with 
no regard to anything except price the long-term advanages which the corporation 
have decided are good business for them are definitely lost. 

It has been admitted to Buick by some procurement officers that the program 
which they were following was probably not an enforceable program and not 
strictly legal, but that they were in a position to force it by simply refusing to 
approve purchases except made through their agency. 

Speaking for myself I think I can honestly say that I am sufficiently objective 
that if I felt that this purchasing program represented in a real accomplishment 
I would favor it even though it was painful to me personally and the purpose of 
this letter is not to emphasize the fact that my own business was hurt but rather 
to protest against the wasteful operation which I am sure results in long-range 
purchasing of substandard equipment as is done by the General Services Admin- 
istration. 

Anything that you can do to put a stop to this reprehensible practice will, I am 
sure, be better for all of us and therefore the Government itself. 

Cordially yours, 
R. P. Lewis, President. 
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INTERNATIONAL BROTHERHOOD OF BLACKSMITHS, 
Drop ForGERS, AND HELPERS, 
Locat Union No. 125, 
Boston, Mass., July 1, 1958. 

Dear CONGRESSWOMAN: Not often, from at least our point of view, comes g 
woman so endowed with downright commonsense. I am referring of course to 
your comments (Wall Street Journal) regarding Government competition with 
private industry. Naturally we are most warm to your supposition ‘‘that some 
activities probably must be handled by the Government,” but we would be ever 
so much pleased if you gave us the opportunity to lend real substance to your 
belief. 

In essence, we should like for you to visit the Boston Naval Shipyard forge 
shop, so that you may better orient yourself with the particular functions of our 
shop, and become acquainted with a few of that all but extinct craft, the village 
blacksmiths. 

We seek nothing, Mrs. Harden, but only the opportunity to do whatever we 
can to make available to our legislators such material help they might utilize 
when burdened with such trying problems of a Government versus private 
industry nature. 

On behalf of the entire membership of local 125, Boston Naval Shipyard, it 
gives me great pleasure to extend to you a most sincere invitation to be with us 
whenever you can afford the time. If you have never been inside a forge shop, 
I can assure you, you will find it most thrilling, if not enlightning. It will be an 
experience that will vault and remain at the top of your most memorable experi- 
ence. List for some time, a venture, incidentally, few women can boast of. 

I repeat, Congresswoman, we seek and expect nothing. We promise you we 
will not attempt to ply you with facts and figures, they are a concern of manage- 
ment, but we will endeavor to support you and other displayers of commonsense, 
whenever and wherever we possibly can, if a sincere desire to learn the true facts 
firsthand is displayed. 

I will say, I suffer none from lack of nerve, being a nonconstituent, but for 
some inexplanable reason I feel as though you were an old friend, one who could 
be entrusted with confidences and ideas. 

Respectfully, 
Joun Francis Inrv. 


APPENDIX 3 


GENERAL Services ADMINISTRATION, 
Washington 25, D. C., August 17, 1958. 
Hon. Crecirt M. Harpen, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House of Representatives, Washington, D. C. 


Dear Mrs. Harpen: Further reference is made to the hearing held by your 
subcommittee on June 10, 1953, which I attended and testified relative to Federal 
agency competition with legitimate industry. 

During the course of my testimony inquiry was made regarding the warehousing 
operations of this Administration. In connection with my remarks I was asked 
if it would be possible to find some comparative costs, both for the stockpile 
stevedoring and the Federal supply operations. 

In accordance with my agreement to endeavor to furnish your subcommittee 
the desired information I initiated a study of the matter and with my letter of 
July 14, 1953, submitted a partial summary of the findings. The summary 
reflected comparative costs of stockpile stevedoring as performed on military 
reservations by Government employees and at GSA-owned warehouses by 
contractors. 

I also advised that the study with respect to comparative costs of the Federal 
supply operations had not been completed and that I would communicate with 
you further regarding the matter the moment I was in a position to do so. 

Comparative cost studies of the Federal supply stores operations of our Atlanta 
regional office and the mail-order operations of the Atlanta branch of Sears, 
Roebuck & Co. have now been completed. 

My staff informs me that in the process of making these studies it was discovered 
that the Government incurs many types of cost not found in private business 
and, conversely, private business incurs many types of cost not found in the 
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Government. While the operations are similar functionally the several elements 
of cost attaching to each are so dissimilar as to invalidate the results. 

They also inform me that an effort was made to adjust the two sets of costs for 
this factor to improve their comparability but the adjustments were so material 
that the resultant costs are purely arbitrary. 

In view of these findings it is believed that the comparative costs, were they 
furnished, would be misleading and of no value to your subcommittee. 

Sincerely yours, 
EpMuND F. Mansure, Administrator. 


(See pt. 1 of hearings, appendix, exhibit A, p. 382.) 


APPENDIX 4 


NaTIONAL WoopEN Box AssoctIaTIon, 
Woshington, D. C., August 28, 1958. 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE, 
Old House Office Building, 
Washington 25, D. C. 

GENTLEMEN: Under date of July 17 we submitted information covering taxes 
paid, in relation to sales, by 13 representative manufacturers of wooden boxes. 

Since July 17 we have received reports from 6 additional firms, and we should 
like to submit the following revised report covering the 1952 sales and taxes of 19 
different manufacturers: 


Total f. o. b. mill realization, 1952 sales______.______-_- a 303, 033. 92 
Federal taxes , ; ; 633, 576. 59 
State and local taxes sg 316, 908. 34 
Wages paid ‘ 7 ; Linke ; 5 8, 279, 632. 90 
Workmen’s compensation insurance_-- - ue . 157, 372. 06 

Percent 
Federal taxes in relation to f. 0. b. plant realization __- - : 2. 503 
State and local taxes : ta 7 = abies 1, 252 
Workmen’s compensation insurance__-_- -- ---- . 621 


Total taxes and workmen’s compensation insurance__.__.------ 4. 378 


The 19 firms represented in the above summary are operating in the following 
cities: 
Oxford, Mass. Chicago, II. Denver, Colo. 
Baltimore, Md. Portland, Oreg. Dallas, Tex. 
Cleveland, Ohio Seattle, Wash. Spokane, Wash. 
Emporia, Va, Rochester, N. Y. Chelsea, Mass. 
Thomson, Ga. Milwaukee, Wis. Keene, N. H. 
Detroit, Mich. Menominee, Mich. Gideon, Mo. 
Long Island City, N. Y. 


We advise that in making this survey we asked only a limited number of firms, 
representing various geographical areas, to submit data. We have received a 
total of 21 reports, 2 of which were incomplete. We have included in the summary 
as herewith presented every complete report. 

It will be noted that Federal and State taxes and workmen’s compensation 
insurance as paid by the 19 firms represent 4.378 percent of f. o. b. mill realization, 
as compared with 3.303 percent shown in our report of July 17. We again call 
your attention to the fact that individual reports in some instances reflect only a 
small margin of profit, thus tending to lower the group average. At least 1 
individual report indicated payment of taxes and workmen’s compensation insur- 
ance in an amount representing 8.5 percent of sales, and another indicated pay- 
ment of 7.929 percent of sales. 

Very truly yours, 
C. D. Hupson. 


(See pt. 1 of the hearings, p. 121, for further data submitted by the National 
Wooden Box Association.) 
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APPENDIX 5 


AMERICAN Forsest Propucts Corp., 
San Francisco, August 4, 1953. 
Congressman Joun F. SHELLEY, 
United States House of Representatives, 
Washington, D. C. 


DEAR CONGRESSMAN SHELLEY: You will recall our correspondence in March of 
this year relative to Government-operated box factories in competition with 
private industry. We have just learned that the Department of Defense is now 
actually drafting a policy of shutting down an appreciable percentage of these 
boxmaking facilities and we want to express our appreciation and thanks to you 
for helping to bring this progressive move. 

A Forest Service release of July 6, 1953, discloses another example of armed 
services competition with industry in the operation of sawmills on military bases, 
Two million board- feet of timber are cut per year at the Naval Mine Depot, 
Yorktown, Pa., and most of the lumber is used for crating. We are also informed 
that Eglin Field, and Air Force base, contains about a million acres of virgin long- 
leaf yellow pine, most of which is being sawed into shook and other low-grade 
products. The Marine Corps at Camp Lejuene, N. C., has a very extensive 
timber operation and is planning for a sawmill to be installed by 1962 to handle 
40,000 to 50,000 board-feet per day. 

These operations are repugnant to the entire concept of our American free- 
enterprise system. In peacetime what possible reason can there be for a man in 
uniform, or a civil-service employee, to be doing an ordinary everyday job around 
a sawmill? The tax waste is accounted for in next year’s budget deficit, but the 
waste of upper grades of lumber through poor utilization will take scores of years 
to replace. 

We trust that you will continue to be vigilant and to assert your influence to the 
end that Government competition with all lines of business will cease. 

Very truly yours, 
AMERICAN Forest Propucts Corp. 
By D. D. FarrRBROTHER. 


APPENDIX 6 


Unrrep States DEPARTMENT OF AGRICULTURE, 
Forest SERVICE, 
Washington 25, D. C., August 11, 1958. 
REGIONAL FORESTERS AND DIRECTORS. 


Dear Sir: Our news release of July 1, starting out “Forest Service Helps 
Armed Services Put Their Forest Lands to Better Use,’’ has been interpreted in 
some sources as an indication that the Forest Service is encouraging the operation 
of sawmills by the Government. We have had letters from several Members of 
Congress about this. Our response has been about as follows: 

We have assisted the Defense Department in the field of technical advice 
on forest management and protection and in the loan of technical help for 
overseas duty. We recognize that military reservations were not established 
for forestry purposes but, within the military limitations imposed, we have 
urged that their timberlands be placed under sound management and 
protection plans. 

With respect to thé volume of timber involved, the logging and sawmill 
operations in which they may be engaged, or the extent to which they allow 
private companies to handle the logging and milling, we have very little 
information. We did, however, issue a statement last month about a saw- 
mill at Yorktown but this information was obtained from the Navy Bureau 
of Ordnance. 

As for the national forests, we have operated them for nearly 50 years; 
and, except in a minor way for experimental purposes, in emergencies, or in 
exceptional circumstances, we have not engaged in logging operations and 
have no plans for doing so. 

In order that we may have up-to-date information in case we are asked what, 
if any, sawmill operations we may be carrying on, will you please let us know 
(western regions by airmail) within the next few days, whether you own or 
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operate any sawmill and, if so, its capacity, type, amount of material produced, 
purpose, and anything else bearing upon its justification. 
; Very truly yours, 
Ricuarp E. McArpue, Chief. 
By V. L. Harper. 


APPENDIX 7 
May 13, 1953. 
Mr. Linpsay C. WARREN, 
Comptroller General, General Accounting Office, Washington 25, D. C. 

DeaR Mr. WarreEN: In the development of information on commercial and 
industrial type activities in the Federal Government and their impact on the tax 
structure of local governments, it has been brought to the attention of the sub- 
committee that there is alleged evasion of local taxes in some instances where 
clubs of various kinds handle alcoholic beverages. 

It is requested that you investigate the subject thoroughly for the subcommittee 
and report your findings thereon, specifically as to (1) the actual operation of the 
clubs and other facilities, (2) legal authority for the agencies (military, Coast 
Guard, and others) to sell or deal in alcoholic beverages at Government-owned or 
Government-subsidized facilities, (3) the applicability of retail and wholesale 
taxes to such operations, together with any comments or recommendations you 
may care to offer. 

Sincerely yours, 
Ceci M. Harpen, Chairman, 





Exursit No. 1 


COMPTROLLER GENERAL OF THE UNITED STAaTEs, 
Washington 25, May 20, 1958. 
Hon. Ceci M. HarpeEn, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House of Representatives. 

My Dear Mapam CHatrRMAN: I have your letter of May 13, 1953, requesting 
that we investigate for your subcommittee the alleged evasion of local taxes in 
connection with the sale of alcoholic beverages through “clubs and other facilities” 
operating on Government reservations. You request to be advised of the reported 
findings in the matter, of the legal authority of the agencies involved “to sell or 
deal in alcoholic beverages at Government-owned or Government-subsidized 
facilities’ and of the applicability of retail and wholesale taxes to such operations, 
together with any comments and recommendations I might care to offer in the 
matter. 

I am pleased to inform you that steps have been taken through the Office of 
Investigations of the General Accounting Office to obtain the information re- 
quested at a representative number of civilian and military installations of the 
Federal Government. The information thus obtained will be made available to 
you at the earliest possible date. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 





Exuipit No, 2 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, October 26, 1958. 
Hon. Ceci, M. HArRpDEN, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 

House of Representatives. 

My Drar Mapam CuHarrMAN: Reference is made to your letter of May 13, 

1953, and my reply of May 20, 1953, relating to the survey covering the sale of 





1282 COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 


alcoholic beverages through clubs, messes, and other facilities operating on 
Government reservations. 

The Office of Investigations of the General Accounting Office surveyed 59 
installations of the Air Force, Army, Navy, and other agencies of the Government, 
For the purpose of economic and expeditious handling, the installations to be 
covered were selected on the basis of another survey which was then under 
contemplation. Twenty-four States and the District of Columbia were included 
in the survey. 

Copies of the reports are attached, and for convenient reference an abstiact of 
pertinent information has been prepared under the following headings: 

1. State 

Installation 

Channels through which alcoholic stocks are obtained 

Method by which alcoholic beverages are dispensed 

Patrons 

Impact on State or local tax structure 

Extent’ of Government paid personnel utilized in operation of liquor 

dispensing activity 
8. General remarks 

Two copies of the abstract are enclosed, together with copies of a brief, covering 
the legal aspects of the problem, prepared by an attorney in the office of our 
General Counsel. 

The reports bring out that at the time the survey was in progress the locker- 
fund system was used in procuring and dispensing spirituous liquors on Army 
posts because of the Canteen Act of 1901 (10 U.S. C. 1350). Under this system, 
officers and noncommissioned officers of the higher grades deposited varying 
amounts (usually $10) with a locker-fund officer with orders for the purchase of 
liquors. Liquors so obtained were dispensed by the drink or package at the clubs, 
replacement being made in cash in one form or another, that is, by exact payment 
of price of bottle, or by purchase of coupon books, chits, ete. The initial deposit 
remained constant. The theory of the locker-fund system is reported to be 
that no actual sales were made on the post, the member purportedly using his 
own liquor previously purchased off the post. 

Under date of August 20, 1953, after completion of the General Accounting 
Office survey, Army regulations (AR 210-75 and SR 210—65-1) were issued 
authorizing ‘“‘major’’ commanders to permit direct liqour dispensing operations 
in “‘open’”’ messes under certain conditions. These regulations cite section 6 
of the 1951 Universal Militery Training and Service Act (50 U. 8. C., Supp. V, 
App. 473) as the basic statutory authority. Consequently, the reports do not 
include the pecoomase put in effect under the August 1953 regulations. 

The Air Force likewise issued regulations recently (AFR 34-57 and 34-58, 
dated August 25, 1953) bearing on the control of alcoholic beverages at installa- 
tions of that Department. However, I am informed that the Air Ferce regulations 
appear to have the effect of authorizing, with certain restrictions, rather than 
radically changing, the method of dispensing alcoholic beverages st installations 
of the Department of the Air Force as reflected in the attached reports. 

I am advised that, so far as known here the conditions shown in the reports 
relating to dispensing alcoholic beverages at Navy installations remain unchanged. 

Sanctioned sales of alcoholic beverages on Government reservations other than 
at Defense Department installations are said to be very few in number and quite 
limited in scope; but see in this connection the listings in the abstract of United 
States maritime service, coast guard, and public health stations in New York State. 

With reference to the legal aspects of the problem brought out in the attorney’s 
brief, it would appear, in view of the controversial issues involved, and having in 
mind the hearings before your committee—particularly the position of Congress- 
man Cole, the author of section 6 of the Universal Military Training and- Service 
Act of 1951, reflected therein—and the recent newspaper articles relating to the 
contentions of the various interested groups, that clarifying legislation is desirable, 
especially with respect to the repeal effect of section 6 of the Universal Military 
Training and Service Act of 1951 on previously existing legislation, including 
the Canteen Act of 1901. 

Sincerely yours, 


‘ 


Linpsay C. WARREN, 
Comptroller General of the United States. 
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Exursit No. 3 


LecaL AuTHORITY FOR CERTAIN FAcILITIES IN THE DEFENSE ESTABLISHMENT 
“To Sev, oR DEAL IN ALCOHOLIC BEVERAGES AT GOVERNMENT-OWNED OR 
GOVERNMENT-SUBSIDIZED FAcILiTIE£S”’ 


CAUSE FOR MEMORANDUM 


By letter, dated May 13, 1953, from the chairman of the Intergovernmental 
Relations Subcommittee of the House Committee on Government Operations, 
he General Accounting Office was requested to investigate for the subcommittee 
the alleged evasion of local and Federal taxes in connection with the sale of 
alcoholic beverages through clubs and other facilities operating on Government 
reservations. Specifically, the committee requested a report of the findings of 
this Office on the following: 


(1) The actual operation of the clubs and other facilities; 

(2) The legal authority for the agency (military, Coast Guard, and others, 
to sell or deal in alcoholic beverages at Government-owned or Government- 
subsidized facilities; and 

(3) The applicability of retail and wholesale taxes to such operations, 
together with any comments or recommendations this Office may care to offer. 


By memorandum dated June 23, the Chief of Investigations of the General 
Accounting Office advised that his Division had already taken steps to obtain 
the factual data requested; that is, a survey of the actual operation of the clubs 
and other facilities. Also, it appears that such Division is procuring information 
with respect to item (3) above, relative to the applicability of retail and wholesale 
taxes to such operations; but the matter has been submitted here for study and a 
finding as to the legal authority for such agencies to sell or deal in alcoholic 
beverages at Goverment-owned or Covernment-subsidized facilities. The 
Chief of Investigations further advised that it is his understanding that the sub- 
committee is especially interested in the following statutes and regulations: 

1. The statutes authorizing or prohibiting the sale of liquor on Government 
reservations, with particular reference to the following: 

(a) Section 38 of the act of February 2, 1901 (10 U. 8. C. 1350), covering the 
sale of, or dealing in, intoxicating liquor at military installations: Query—To 
which, if any, of the branches of the Defense Department is this law still 
applicable? 

(b) Section 6 of the act of June 19, 1951 (50 U. 8. C. App. 473), providing for 
regulations governing liquor sales at or near any camps, posts, etc., primarily 
occupied by members of the Armed Forces: Query—To what extent does this 
section affect section 38 of the act of February 2, 1901, referred to in (a)? Does 
it repeal the latter in toto, in part, or not at all? 

(c) The Unification Act of 1947 (5 U. 8. C., ch. 2A), and its effect on each 
of the branches of the Defense Department with respect to regulations issued under 
the act of February 2, 1901: Query—-To what extent do existing regulations of 
the Department of the Army as successor to the War Department affect the 
legality of sales of, or dealings in, intoxicating liquors at Air Force installations 
in the absence of regulations on that subject by the Air Force Department? 

2. The effect of the 21st amendment to the Constitution (the repeal amendment) 
on the transportation of “intoxicating liquors” into military reservations located 
in States where the sale of such liquors is prohibited. 

3. The purported status as ‘‘Government instrumentalities’”’ of the so-called 
locker clubs and similar facilities at Defense Department facilities in relation 
to the statutes referred to above: See in this connection 26 Comp. Gen. 122; 
files B-81695 and I-17484. 

Accordingly, this memorandum will be limited to a discussion of item (2) of the 
subcommittee’s letter and to the additional legal questions propounded above. 


, 


BASIC LAWS APPLYING 


Act of March 2, 1899 (30 Stat. 981, sec. 17; 10 U. S. C. 894) 


“That no officer or private soldier shall be detailed to sell intoxicating drinks, 
as a bartender or otherwise, in any post exchange or canteen, nor shall any person 
be required or allowed to sell such liquors in any encampment or fort, or on any 
premises used for military purposes by the United States; and the Secretary of 
War is hereby directed to issue such general order as may be necessary to carry 
the provisions of this section into full force and effect.’ 
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The Attorney General of the United States in a decision dated April 3, 1889 
(22 Op. Atty. Gen. 426), interpreted the above provision to mean that no officer 
or private soldier could be detailed in the canteen section of post exchanges to 
sell intoxicating drinks either directly or indirectly, nor could a license or permis- 
sion be given by the commanding officer to a private person to sell liquors in any 
encampment, fort, or premises used for military purposes by the United States, 
but that this provision did not prevent the continuance of the sale of intoxicating 
drinks through the canteen section of the post exchange as theretofore organized, 
by civilian employment for that purpose. 

The above act, however, was of short duration and was superseded by the act of 
February 2, 1901 (31 Stat. 758, sec. 38) (10 U. S. C., sec. 1350) which reads as 
follows: 

‘The sale of or dealing in beer, wine, or any intoxicating liquors by any person 
in any post exchange or canteen or Army transport or upon any premises used for 
military purposes by the United States is prohibited. The Secretary of War is 
hereby directed to carry the provisions of this section into full force and effect.” 
[Italic supplied.] 

This section, commonly known as the Canteen Act of 1901, originated in 8. 4300, 
knowfi as the reorganization of the Army, 56th Congress, 2d session. From in- 
formation adduced from committee reports, hearings, and the Congressional 
Record, it appears that at the close of the 19th century there existed a wave of 
protest ‘against the so-called canteen system of the Army, which was being severely 
criticized because it permitted the sale of beer and light wine to the servicemen. 
Therefore, in order to prevent a complete abandonment of the exchanges, the 
above section apparently was enacted for the purpose of preserving the post 
exchanges, since it’ was pointed out that the existence of the latter represented a 
great instrument of good, and were of immense value in maintaining morale, 
discipline, and good order in the Army. In this connection, see United States 
Senate Report, volume 2, Nos. 1676-2019, 56th Congress, 2d session, 1900-1901, 
Senate Report 1771, dated December 20, 1900. Since the foregoing section forth. 
with became the basic law with respect to alcoholic beverages on military posts, 
numerous Army regulations subsequently were issued interpreting such provision, 
and declaring certain liquor policies for Army reservations, generally. A few of 
such regulations follow: 


A. R. 210-65, paragraph 10b (7) (March 19, 1948, revised June 12, 1945) 

“The sale of or dealing in beer, wine, or any other intoxicating liquors by any 
person or any exchange or upon any premises used for military purposes by the 
United States is prohibited. Beer with an alcoholic content of not more than 3.2 
percent in weight is considered nonintoxicating.’’ [Italic supplied.] 

Paragraph 35g of the same regulations reads as follows: ‘‘Contracts involving 
the sale of 3.2 percent beer entered into in connection with the provisions of para- 
graph 10b (7) of these regulations will, without exception, be accompanied by 
the affidavit of the manufacturer and distributor of such beer certifying that the 
alcoholic content of such product does not exceed that permitted by these regu- 
lations.” [Italic supplied.] 


A. G. 250.1, sec. VI, paragraph 4 (January 20, 1943) of Circular No. 29 of the 
War Department (January 25, 1943) 


“Beer of an alcoholic content not in excess of 3.2 percent by weight may be sold 
or dealt in, upon any of the mentioned premises unless a State enactment of the 
State in which the premises are located prohibits the sale of or dealing in such 
beer throughout the entire State.” [Italic supplied.] 

In this connection, the Judge Advocate General of the Army in Bulletin dated 
July, 1942, page 300, section 310, stated that ‘‘War Department policy does not 
favor sale of such [3.2] beer by exchenges in States where its sale is absolutely 
prohibited * * *.” 

Thus, it appears that the War Department consistently has taken positive and 
drastic steps looking to the end that the statute be strictly complied with, and, 
based upon information obtained from its regulations, it appears that liquor has 
not been permitted to be sold “over the counter” in Army posts. However, in 
order to prevent a violation of the act—or might it be said, in order to circumvent 
the law—certain ‘“‘locker clubs’? have been formed within numerous officers’ 
clubs, whereby a group of officers, in theory, purchase their own packaged alco- 
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holie beverages and “store it’’ within the club for their own individual consump- 
tion at any later date. As a practical matter, however, such purchases are ordi- 
narily made by the club’s secretary, who is empowered to maintain custody and 
control over the beverage for the benefit of the individual owners. As to the 
legality of such clubs, attention 1s invited to the case of Johnson v. Yellow Cab 
Transit Co. (321 U. 8. 383), decided by the Supreme Court of the United States 
on March 13, 1944. In that case, Army officers at the Fort Sill Military Reserva- 
tion, located within the exterior boundaries of Oklahoma, a dry State, organized 
a club and gave individual orders for intoxicating liquor to the club’s secretary 
who forwarded the orders to an Illinois seller. The seller shipped the liquor to 
the officers’ club at the reservation through the Yellow Cab Transit Co. of Fast 
St. Louis, a common carrier. While en route, the liquor was seized by Oklahoma 
State officers as an illegal shipment of intoxicating liquor, subject to confiscation 
and destruction. The Supreme Court held that “there was no sale within the 
reservation. The sale was consummated in East St. Louis. It was contemplated 
only that there should be a transportation of the intoxicating liquor into the 
reservation and a delivery thereof to the club secretary as agent for the Army 
officers who placed the order.” 

With respect to the issue as to whether purchase of the liquor for delivery to 
the officers’ club on the reservation was in violation of the Canteen Act of 1901, 
supra, Justice Black had the following to say: 

“* * * But it is said that despite the fact the seizure was illegal and wholly 
without justification, the consignee could not have received the liquors without 
violating the laws of the United States and for that reason the district court should 
have denied the carrier any relief under the ‘clean hands’ doctrine. 

+ * * * * * * 


“Therefore, before deciding the applicability of the maxim to the case at hand, 
we must examine the particular transactions and circumstances involved together 
with the Federal laws which are alleged to taint these transactions with illegality. 

‘‘As shown by the stipulated facts in this record, the circumstances of the liquor 
shipment were as follows: Fort Sill had an officers’ club, which provided among 
other things an officers’ mess, living quarters for some officers, and other customary 
club facilities. Several hundred officer-members gave to the club secretary, him- 
self an officer, separate written orders for liquor together with money or checks in 
payment for the respective orders. Acting for the officer-members, the secretary 
telephoned from Fort Sill to a dealer at East St. Louis, Il., and ordered the liquors 
shipped to the club. The dealers delivered the liquors to the respondent-carrier 
under a uniform through bill of lading. It was this shipment which the State 
officials seized. Had the shipment not been seized, it would have arrived at the 
club for delivery to the several officers who had paid for it. 

“It is first contended that purchase and delivery of the liquors was in violation 
of 10 U. 8. C. 1350, 11 F. C. A., title 10, 1350, set out in the margin. The agreed 
facts, summarized above, sufficiently show that the transactions were not in viola- 
tion of this statute.’’ [Italic supplied. 

In consonance with the above, and recognizing the effectiveness of the 1901 act, 
supra, Gen. Dwight D. Eisenhower, then Chief of Staff of the United States 
Army, issued Memorandum No. 210—10—7, on October 9, 1947, which reads, in 
pertinent part, as follows: 

“Section 38, act of February 2, 1901 (31 Stat. 758; 10 U. 8. C. 1350; M. L. 1939, 
sec. 310), provides as follows: 

“The sale of or dealing in beer, wine, or any intoxicating liquors by any person 
in any post exchange or canteen or Army transport, or upon any premises used for 
military purposes by the United States, is hereby prohibited. The Secretary of 
War is hereby directed to carry the provisions of this section into full force and 
effect. 

“2. The act of March 22, 1933 (48 Stat. 16), states that beer, lager beer, ale, 
porter, wine, or other similar fermented malt or vinous liquor, containing not more 
than 3.2 percent of alcohol by weight, are not intoxicating. Beer and wine of an 
alcohol content not in excess of 3.2 percent by weight may be sold or dealt in by 
Army exchanges, clubs, canteens, aboard Army transports, and upon other 
premises used for military purposes by the United States. 

“*3. The sale of or dealing in intoxicating liquors (including beer, wine, or other 
malt or vinous beverages containing an alcoholic content in excess of 3.2 percent 
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by weight), regardless of what the transaction is called or how it is effectuated. 
ts prohibited zf title to such intoxicating beverage passes or changes upon any premises 
used for military purposes by the United States, 

“4. Purchase of intoxicating liquors upon behalf of any person, including a 
member, by a club or mess or by any official or employee thereof, or the trans- 
portation of such liquors to military reservations by a club or mess or by any 
official or employee thereof is prohibited, even though the purchase is made and 
the transportation is performed by the club or mess or its official or employee as 
agent of the person and on his behalf, and regardless of whether any benefit 
accrues to the club or mess from the transaction, either directly or indirectly. 

“5. The storage of intoxicating liquors acquired elsewhere, by the individual 
owner thereof in an authorized club and the service of drinks therefrom to the 
owner or to his guests present with the owner, by club attendants, and where the 
club charges only for the nonalcoholic ingredients furnished, will be permitted.” 
{italics supplied.] 

From the foregoing, and with particular reference to paragraph 5, it is clear 
that the Army has taken the view that the mere possession of liquors is not in 
violation of the statute; and in view of the above-quoted expression of the Su- 
preme Court on the subject, there is strong substance in support of such view 
Otherwise, it is reasonable to assume that the existence of such “locker clubs’ 
would in no manner be tolerated by the Army—particularly in the light of para- 
graph 3 of the above memorandum. 

On May 18, 1917, there was enacted the Selective Draft Act (40 Stat. 82). 
section 12 of which reads as follows: 

‘That the President of the United States, as Commander in Chief of the Army, 
is authorized to make such regulations governing the prohibition of alcoholic 
liquors in or near military camps aff] to officers and enlisted men of the Army as 
he may from time to time deem necessary or advisable: Provided, That no person, 
corporation, partnership, or association shall sell, supply, or have in his or its 
possession any intoxicating or spirituous liquors at any military station, canton- 
ment, camp, fort, post, officers’ or enlisted men’s club, which is being used at the 
time for military purposes under this Act, but the Secretary of War may make 
regulations permitting the sale and use of intoxicating liquors for medicinal pur- 
poses. It shall be unlawful to sell any intoxicating liquor, including beer, ale, or 
wine, to any officer or member of the military forces while in uniform, except as 
herein provided. Any person, corporation, partnership, or association violating 
the provisions of this section or of the regulations made thereunder shall, unless 
otherwise punishable under the Articles of War, be deemed guilty of a misdemeanor 
and be punished by a fine of not more than $1,000 or imprisonment for not more 
than twelve months, or both.” 

A careful research has failed to develop that there ever was a contention that 
the above-quoted section, passed during World War I, in any way repealed sectior 
38 of the act of 1901, and it would seem reasonable to assume that such was not 
the intention, in view of section 14 thereof, which reads as follows: 

“That all laws and parts of laws in conflict with the provisions of this Act are 
hereby suspended during the period of this emergency.” [Italics supplied.] 
Notwithstanding the fact that, in the case of Laughter v. United States (261 F. 68 
it was held that nothing in the terms of the above act shows that the whole of it 
was intended to be effective only for the period of the war in which the country 
was engaged at the time the act was passed. 

Nevertheless, section 12 of the foregoing act, as amended by the act of October 
6, 1917 (40 Stat. 393), which extended such provision to include the Navy, was 
repealed by section 203 of the act of August 27, 1935 (49 Stat. 878), known as the 
Liquor Law Repeal and Enforcement Act, which was enacted following the 
ratification of the 21st amendment, repealing the 18th amendment to the Consti- 
tution of the United States. 

The Department of War was designated the Department of the Army by the 
so-called Unification Act on July 26, 1947 (61 Stat. 501, sec. 205 (a)), and title 
of Secretary of War was changed to Secretary of the Army. And at this posture 
it might be pointed out that, following the Unification Act, the Department of 
the Army apparently assumed the same view and continued in effect the same 
regulations issued by the War Department, as evidenced by its memorandum 
dated April 27, 1951, which reads: 
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1. The Department of the Army has been exploring ways and means of 
handling the liquor situation at military installations where section 38 of the 
act of February 2, 1901 (the Canteen Act) may apply, without violating the 
provisions thereof. Officers of The Judge Advocate General’s Office have studied 
several techniques that have been evolved and have devised a system which in- 

ives the group purchase and storage of liquor and the dispensing of same on @ 

it basis. The salient features are that the liquor is bought and paid for in 
advance; the liquor purchased may be consumed drink by drink on the presenta- 
tion of a valid chit for the amount and type credited to the individual and separate 
pay ment is made for mixes and services. “sg. 

2. The Judge Advocate General is of the opinion that if this system, the 
ietails of which are set out in enclosure hereto, is strictly followed, no violation of 
the Canteen Act will be invovled. Further, the plan has been cleared in advance 
with the Commissioner of Internal Revenue, who I understand, will inform local 
revenue agents in order to obviate conflict with those officials in the field. 

3. It is not the intention of the Department of the Army in any manner to 

ze adoption of a chit system which will permit the dispensing of indivdual 

ss and you are free to pursue other methods provided such are not contrary to 

Canteen Act. Ifa chit system is used which permits the dispensing of individ- 

| drinks at military premises, it is desired that the procedures set forth in the 

losure hereto be followed precisely without local variation.”’ 

lhe referred-to enclosure, setting forth the system to be followed in the operation 

ocker clubs, proy ides as follows: 

Officers’ clubs-and messes located on an Army installation within the United 
States and its territories may, with the approval of the commanding officer of such 

stallation, appoint one member thereof as locker officer. The locker officer will 
authorized to establish a list of spiritous liquors (including wine) by brand and 
purchase price (including all applicable taxes) and to fix the date upon which he 
will make purchases thereof as agent for any member of the club or mess interested 
Members of such club or mess who may wish to utilize such locker officer as their 
agent will designate to him the brand of liquor so listed that they desire and will 

posit with him the full purchase price of the liquors designated. 

Thereupon the locker officer, as agent for such member, will purchase and, out 

such deposits only, pay for, prior to delivery thereof upon the Army installation 
oncerned, the liquor for which payment has been made by the member concerned. 
[he liquor so purchased, when delivered to the locker officer, will be stored in 
facilities to be provided by the club or mess, such facilities to be under the juris- 
diction of the loeker officer and to be such as will reasonably insure the safe keeping 
of such liquor. 

The locker officer will thereupon issue to the member concerned a book, or 
books, of chits, each book to represent a specific quantity of the amount of liquor 
purchased by such member, and each chit to present 14% ounces of such liquor. 
ach book shall bear the name of the member and shall designate the brand of 
liquor represented by such book. Thereupon, the member may withdraw all or 
any part of the liquor represented by his book of chits by presenting chits to such 
lub or mess attendants as may be duly designated by the locker officer. The 
locker officer will make such liquor available for withdrawal or consumption by) 
he owner thereof in accordance with such rules and regulations as may be in effec! 
with respect to the operation of the club or mess not inconsistent with any provision 
of this regulation. 

“Replacement of liquor will be accomplished by the identical procedure pre- 
scribed for initial purchases and no book of chits will be issued or received prior to 
the delivery to and the storage by the locker officer in the facilities provided for 
such purpose of the liquor represented by such book. 

‘“‘A member of the club or mess may tender to the locker officer amounts of 
liquor personally lawfully acquired and owned by such member in exchange for an 
appropriate book of chits, such liquor to be placed in storage under the supervision 
of the locker officer for withdrawal by the owner as though originally purchased 
by the locker officer. 

“At the time of withdrawal for consumption of the liquor, the owner thereof may 
pay such charges in cash, or otherwise as are determined by the club or mess to be 
appropriate to pay for the service of nonintoxicating ingredients to be consumed 
by the owner with his liquor. 
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“No chits may be sold, transferred, or redeemed in cash. 

“The commanding officer of the installation will require each club or mess to 
promulgate regulations designed to effectively prevent the use of chits by a person 
other than the member to whom such chits were originally issued.”’ 

On June 19, 1951, there was enacted the 1951 amendments to the Universa| 
Military Training and Service Act (65 Stat. 88), section 6 of which reads as follows: 

“The Secretary of Defense is authorized to make such regulations as he may 
deem to be appropriate governing the sale, consumption, possession of or traffic in 
beer, wine, or any other intexicating liquors to or by members of the Armed 
Forces or the National Security Training Corps at or near anv camp, station, post 
or other place primarily occupied by members of the Armed Forces or the National 
Security Training Corps. Any person, corporation, partnership, or association 
who knowingly violates the regulations which may be made hereunder shall, ynless 
otherwise punishable under the Uniform Code of Military Justice, be deemed 
guilty of a misdemeanor and be punished by a fine of not more than $1,000 or 
imprisonment for not more than twelve months or both.”’ 

The question has been presented as to what extent section 6 of this act affects 
section 38 of the act of February 2, 1901, in that does it repeal the latter in toto, 
in part or not at all? : 

This section was introduced as a floor amendment in the House of Representa- 
tives on April 12, 1951, by Representative Rees, of Kansas, and later revised by 
a substitute section offered by Mr. Cole, of New York. In explanation of his 
amendment, Mr, Rees stated, in pertinent part, as follows: ‘ 

‘*The amendment provides that no intoxicating liquor shall be sold in and around 
military training camps and that the Secretary of Defense is authorized and 
directed to carry out the provisions of the act. One provision not far different 
was included during World War I; so it is not absolutely new. That measure 
was declared to apply only to the Army. 

“This applies to all of the Armed Forces’’ (vol. 97, pt. 3, p. 3773 Congressional 
Record; see also p. 3902). 

Mr. Rees, in referring to the World War I act, obviously had in mind the 
Selective Draft Act of May 18, 1917, referred to above. His amendment was 
rejected. 

On the following day, Mr. Bryson, of South Carolina, offered a new amendment, 
which almost immediately was substituted by still another floor amendment 
offered by Mr. Cole, of New York. The latter amendment was agreed to, and 
is now section 6 of the act. In presenting the substitute, Mr. Cole had the follow- 
ing to say. 

“Mr. Chairman, let me say that every time a measure dealing with the personnel! 
of our Armed Forces comes to the floor we are faced with this problem. Of course 
it is an important one. I would like to see a provision of law such as contained in 
my amendment made permanent. We should leave it up to the President to impose 
regulations with respect to the control of this problem, which we all admit is severe. 

“My criticism of the amendment offered by the gentleman from South Carolina 
(Mr. Bryson) is that it applies only to the Training Corps and not to all camps and 
posts of the Armed Forces.”’ |Italics supplied.] 

In supplementing the foregoing, Mr. Vinson made the following pertinent 
remark: “In other words, it would be permanent law.” 

To which Mr. Cole replied: ‘‘I would hope it would be permanent law.” 

Mr. Vinson then concluded the discussion by saying: “I think the amendment 
offered by the gentleman‘from New York (Mr. Cole) is along the right line, and 
as far as the committee is concerned we will accept the amendment.”’ 

Thus, from this history, it appears that the House twice rejected an amend- 
ment specifically prohibiting the sale, possession, etc., of liquor, and adopted the 
present section 6 on the basis of the argument that the entire problem should be 
handled by regulations applicable to all of the Armed Forces. Furthermore, it 
appears that section 6 is, in substance, adopted from section 12 of the 1917 act, 
above, with all specific provisions for prohibition omitted. In the light of this 
background, it is abundantly clear that the Congress intended to give the Secre- 
tary of Defense full discretion to handle the problem as he thought best, and that 
it did not intend to require absolute prohibition or to make any distinction be- 
tween the Army, Navy, and Air Force. 
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Furthermore, it is significant to observe that the 1951 act covers all of the 

activities which are prohibited in the 1901 act, and others as well. It imposes 
additional penalties, and is applicable not only to Army installations but also to 
those occupied by the Air Force, the Navy and the National Security Training 
Corps. The congressional intention that the Secretary of Defense should have 
full discretion to deal with the whole liquor problem by general rules, applicable 
to all members and installations of all of the Armed Forces and the National 
Security Corps, is manifest from the terms of the 1951 act. This intention is in 
irreconcilable conflict with the rigid and fragmentary provisions of the 1901 act. 
Thus, if the Secretary of Defense should decide, in harmony with the policy now 
in effect in most of the States, that moderation is fostered more effectively by 
permitting the sale and consumption of alcoholic beverages under controlled con- 
ditions than by a futile attempt to obtain complete abstinence by prohibiting 
such activities, he could implement that policy with respect to the Navy and 
possibly the Air Force, but would be barred from applying it to the Army if the 
1901 act remains in force. As there now is no pertinent difference between the 
\rmy and the other services, such a result would be contrary to the manifest 
purpose of the 1951 act. 
_ For the purpose of reviewing a further item of historical background, leading up 
to the passage of the above-mentioned section 6, there is quoted an excerpt from 
the report of the National Security Training Commission, established by Public 
Law 51, 82d Congress, approved June 19, 1951: 

‘At the present time Army regulations prohibit the sale of intoxicating drinks 

\rmy installations within the continental United States. This prohibition 
loes not extend to 3.2 beer which is legally regarded as nonintoxicating. By 
regulations throughout the Navy, commanding officers of Navy and Marine Corps 

stallations must issue detailed instructions for the controlled use of alcoholic 
everages, which shall include prohibition of sales to minors and shall be in con- 
formity with applicable local laws. The use of alcoholic beverages afloat is 
absolutely prohibited. The Air Force now vests the problem of alcoholic beverages 

the discretion of the local commander and has not yet established detailed 
regulations applicable throughout that service. 

The Commission believes that the Army and Navy regulations, which appear 
to us Substantially the same, should apply with equal force throughout the UMT 
program, Additionally, we believe that no 3.2 beer should be sold in a UMT 
amp or training area. We would expect the PX’s, ship stores, and trainee 
clubs within the UMT area to provide adequate soft drinks, fruit juices, ice 
ream, and a wholesome atmosphere. If the UMT training area should be within 
a larger military reservatio.:, we would want the nearest facility selling 3.2 beer 
to be at an inconvenient distance from the UMT area, but we do not advocate 
flat prohibition against the trainee’s obtaining such a drink on the post where no 
violation of existing law or regulation is involved.”’ 

In addition to the above, and particularly with respect to the proposition as to 
the effect of section 6, supra, upon the Canteen Act of 1901, there is observed the 
following brief discussion between Representatives Barden of North Carolina and 
Rees of Kansas: 

“Mr. Barpen. * * * I understand that the Canteen Act of 1901 is still in 
effect which regulates that and is Federal law. I hope we will not do anything 
here that will throw confusion into the present administration of the Army camps. 
They are progressing very well. JI am not going to come down here and argue for 
the sale of liquor for nothing good can be said about it or for debauchery of the 
men but I do feel it is very unwise to try to tinker with the internal workings of a 
military camp for which the commanding officer is responsible. * * * 

“Mr. Ress. The gentleman calls attention that this might add confusion. 
lagree with him that we have too much confusion in this country already, but it 
seems to me that this is one place where we can avoid a lot of confusion by just 
laying the thing on the line and then saving to the Secretary of Defense, ‘Now, you 
are the one who is to carry out these proposals’ ”’ [Italic supplied.] 

Pased upon the foregoing reasoning, supported by the historical background 
recited in connection therewith, the Judge Advocate General of the Department 
of Defense, in a decision dated October 3, 1951, JAGA 1951/6112, ruled that 
section 6 of the act of June 19, 1951, repealed tne act of February 2, 1901, by 
implication; and in consonance with such decision, there was issued by the Sec- 
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retary of Deiense a circular dated February 15, 1952, which reads in pertinent 
part as follows: 

“The National Security Training Corps.—At the appropriate time prior to the 
initiation of training in the National Security Training Corps, and based upon the 
recommendations of the National Security Training Commission, tne Depart. 
ment of Defense wiii prescribe regulations applicable to tne corps for the guidance 
of the military departments governing the sale, consumption, possession of or 
traffic in beer, wine, or other intoxicating liquors at or near any camp, station, 
post, or other place occupied by members of the National Security Training Corps. 

“The Armed Forces.—The established policy of the Department of Defense 
with respect to tne control, in accordance with existing law, of tne use of alconolic 
beverages by members of the Armed Forces js to encourage abstinence, enforce 
moderation, and punish overindulgence. This policy shall be effected by the 
necessary restrictive controls and affirmative measures. 

‘The restrictive controls shall recognize the conditions ana exigencies of military 
service which shall have primary consideration; however, subject to these limita- 
tions such controls shall not discriminate against members of the Armed Forces 
to deny them the rights and privileges of other citizens. 

“Effective liaison, contact, and co»peration with officials and citizens of civilian 
communities near our establishments shall be maintained to insure adequate 
enforcement of law relative to the use of alcoholic beverages. 

“The affirmative measures shall include, but not be limited to: 

“Provision for wholesome recreation, entertainment, and relaxation both off 
and on station to enhance moral and spiritual well-being of personnel under 
conditions conducive to morality and temperance, with the initiative and assist- 
ance # local communities and national organizations being fully used in this 

regard. 

“Provision for effective command supervision of character guidance with 
emphasis on the harmful effects of the immoderate use of alcoholic beverages 
The advice and assistance of chaplains will be sought by commanders in this 
respect. 

“The means used to carry out the foregoing policy cannot be reduced to a single 
set pattern which will be applicable to all situations and individuals. 

“The control of alcoholic beverages in relation to members of the Armed Forces 
is an important factor in personal conduct. The regulation of the personal con- 
duct of military personnel is essentially a matter of military discipline. Military 
discipline can be maintained only through the channels of military command in 
which the necessary authority and responsibility must be vested. 

“Therefore, the authority and responsibility for effectively carrying out the 
policies and objectives of this directive will continue to be vested in the Secretaries 
of the Army, Navy, and Air Force for their respective services. To carry out this 
responsibility, the Secretaries shall make and issue such regulations, and issue 
such other instructions, and adopt such other means as they deem appropriate in 
accordance with existing applicable laws. Further, the Secretaries shall coordi- 
nate their regulations among their respective services to attain such uniformity 
as is consistent with the existing applicable statutes and with the operating con- 
ditions prevailing in the several military departments. 

“Reports.— Regulations issued by the military departments pertaining to the 
control of alcoholic beverages in the National Security Training Corps will have 
the prior approval of the Department of Defense. 

“Regulations issued by the military departments pertaining to the control of 
alcoholic beverages in the Armed Forces will be reported to the Department of 
Defense.”’ 

Hence, by the above directive there is evidenced an intent on the part of the 
Secretary of Defense to have applied to each of the branches of the armed services 
equally uniform regulations governing the control of alcoholic beverages in relation 
to members of the Armed Forces, as contemplated by section 6 of the 1951 act. 
And, in this connection, it is understood that all branches with the exception of 
the Departiment of the Army have submitted to the Secretary of Defense their 
regulations as required by the last paragraph of the above-mentioned directive. 
However, it is contemplated that the Army regulations will be forthcoming 
within a very short time. Therefore, since it appears that each Department 

.intends hereafter to sanction the sale and consumption of alcoholic liquors in 
officers’ messes and clubs within and beyond the continental United States, there 
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obviously no longer will be required the so-called locker clubs which for so many 
years have been operated by Army officers for the apparent purpose of circum- 
venting the Canteen Act of 1901. In fact, it is understood informally that such 
clubs soon are to be abolished for lack of necessity. 

With respect to the Navy, and, of course, the Marine Corps which falls within 
the jurisdiction of the Secretary of the Navy, there never has been an intent to 
comply with the 1901 act, in view of the long-prevailing opinion that such act 
applied solely to the Army. However, both the Navy and Marine Corps, and 
also the comparatively new Department of the Air Force, have been and are 
continuing to Maintain and promulgate rigid rules governing the dispensation of 
alcoholic beverages in its clubs and messes. Furthermore, it is the position of 
those three branches of the Armed Forces that their present regulations are ade- 
quate, that their enforcement is effective and that violations or transgressions are 
comparatively few and scattered. While there has existed no law permitting the 
Navy to engage in the liquor business, conversely, there has been no law preventing 
such activity. However, the Navy messes and clubs were authorized to engage 
in the sale of package liquor by regulations issued in 1948 pursuant to the provision 
of section 1547, Revised Statutes (34 U. 8. C. 591), which states that ‘The orders, 
regulations, and instructions issued by the Secretary of the Navy prior to July 14, 
1862, with such alterations as he may since have adopted, with the approval of 
the President, shall be recognized as the regulations of the Navy, subject to altera- 
tions adopted in the same manner.”’ Such orders, regulations, and instructions 
issued by the Secretary of the Navy have been construed to have the force of the 
statute law when not inconsistent therewith. Johnson v. Sayre (158 U. 8. 109), 
and Denby v. Berry (263 U.S. 29). 

In conclusion, therefore, it is apparent that all regulations, a few of which have 
been enumerated above, clearly have been designed to implement the basic laws 
governing the control of alcoholic beverages throughout all of the service 
branches—and, if strictly observed, there can be little or no question as to the 
legality of such operations. On the other hand, however, in the event such 
regulations have not been properly executed, or presently are being disregarded 
by any or all of the individual service clubs—that, of course, becomes purely a 
matter for administrative correction. 

With respect to the effect of the 21st amendment upon military reservations 
within dry States, attention is invited to the case of Collins et. al. v. Yosemite Park 
& Curry Co. (304 U. 8. 518), wherein the Supreme Court of the United States 
held that the 21st amendment did not confer upon a State the power to regulate 
the importation of intoxicating liquors into territory over which it has ceded to the 
United States exclusive jurisdiction. Also, again see Johnson v. Yellow Cab 
Transit Co., supra, holding that cessions by a State to the United States of the 
general power to govern a military reservation within its borders leaves the 
State without power to control liquor transactions upon the reservation. As to 
the power of a State merely to inspect interstate commerce, see Duckworth v. 
Arkansas (314 U. 8S. 390), and compare United States v. Gudger (249 U. 8. 373), 
and Ziffrin v. Reevee (308 U. 8. 132); also see Annotation, 84 Lawyer’s Edition 
137, covering judicial decisions since 21st amendment relating to State power over 
intoxicating liquor; and, finally, 97 Lawyer’s Edition 338, in which the Supreme 
Court stated that: “The fiction of a State within a State can have no validity to 
prevent the State from exercising its power over the Federal area within its bound- 
aries, so long as there is no interference with the jurisdiction asserted by the 
Federal Government.” 


STATUS AS INSTRUMENTALITIES OF THE GOVERNMENT 


1. Post exchanges 


Since the question as to whether a post exchange is an instrumentality of the 
Government has been resolved by both the Supreme Court of the United States 
and the Comptroller General, no problem is presented here with respect thereto. 
However, for purposes of record, there is quoted below an excerpt from the 
decision of the Supreme Court in the case of Standard Oil Company of California v. 
Johnson, Treasurer of California (316 U. 8. 481), decided June 1, 1942: 

“The commanding officer of an Army post, subject to the regulations and the 
commands of his own superior officers, has complete authority to establish and 
maintain an exchange. He details a post-exchange officer to manage its affairs. 
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This officer and the commanding officers of the various company units make up g 
council which supervises exchange activities. None of these officers receives any 
compensation other than his regular salary. The object of the exchanges is to 
provide convenient and reliable sources where soldiers can obtain their ordinary 
needs at the lowest possible prices. Soldiers, their families, and civilians em- 
ployed on military posts here and abroad can buy at exchanges. The Government 
assumes none of the financial obligations of the exchange. But Government 
officers, under Government regulations, handle and are responsible for all funds 
of the exchange which are obtained from the companies or detachments com- 
posing its membership. Profits, if any, do not go to individuals. They are used 
to improve the soldiers’ mess, to provide various types of recreation, and in 
general to add to the pleasure and comfort of the troops. 

“From all of this, we conclude that post exchanges as now operated are arms 
of the Government deemed by it essential for the performance of governmental 
functions. They are integral parts of the War Department, share in fulfilling the 
duties entrusted to it, and partake of whatever immunities it may have under the 
Constitution and Federal statutes.”’ 

Also, in 24 Comptroller General Decisions 771, the Comptroller General, in 
reviewing a former decision dated August 2, 1940, concluded that in view of the 
uniform and consistent holding of the courts, the Attorney General and the 
accounting officers of the Government that post exchanges are instrumentalities of 
the Government, a civilian employed to assist in the conduct and operation of such 
exchanges is a “‘person holding a civilian office or position * * * under the 
United States Government,” as contemplated by section 212 of the act of June 30, 
1932. 

2. Officers’ messes and clubs 

In 26 Comp. Gen, 122, the Comptroller General stated, in pertinent part, as 
follows with respect to officers’ messes: 

“It thus appears that all Navy officers’ messes ashore, as now constituted, are 
operated as in integral part of the Navy on property owned or controlled by the 
United States Government and that each mess is under the administrative control of 
the commandant or commanding officer or the shore activity where the mess is 
located; that, regardless of any contributions, deposits, or service charges paid in 
by any member of the mess, he has no financial right in the property of the mess; 
and that the messes are not operated for the financial profit of any person or group 
of persons. * * * 

“There can be no doubt that a civilian employee of an officers’ mess who is paid 
from appropriated funds holds a civilian position under the United States Govern- 
ment, within contemplation of said section 212. With respect to employees of 
open and closed messes paid from nonappropriated mess funds it is concluded, in 
view of the regulations and precedents cited above, that they, too, occupy civilian 
positions under the United States Government within the meaning of section 212 
of the act of June 30, 1932, supra.” 

Furthermore, attention is invited to the case of United States et al. v. Query; et al. 
(37 F. Supp. 972), which was reviewed by the Supreme Court of the United States 
in 316 U. 8. 486. While that case concerned primarily the right of the State of 
South Carolina to tax a United States Army post exchange, it was stipulated 
among the parties that if the declaratory and injunctive relief sought with respect 
to United States Army post exchanges should be granted, the same immunity 
from State taxation as a Federal instrumentality should be accorded to Marine 
Corps post exchanges, ships’ stores, officers’ clubs, and noncommissioned officers’ 
clubs. In that case, the Court decided, in pertinent part, as follows: 

‘We are of opinion that the provisions of the State statute are not applicable 
to the activities of the post exchange, that the Federal act does not give to the 
defendants the power to enforce such provisions against such activities, and that 
the order of the defendants to enforce the provisions of the State statute against 
such activities and their threat to enforce and their attempts to enforce the same 
constitute an interference with the activities of the United States, and are un- 
constitutional.” 


8. Locker clubs 


As stated in an earlier portion of this memorandum, locker clubs have been 
permitted to exist at Army officers’ clubs, theoretically for the sole purpose of 
enabling its members to partake of alcoholic beverages without violating the 
basic law of 1901 prohibiting the sale of such beverages on Army posts. The 
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modus operandi of the locker club is set forth in the Department of the Army 
memorandum of April 27, 1951, and is also well described by Justice Black in 
Johnson v. Yellow Cab Transit Co., supra. While such a club operates within 
an established officers’ club and with the approval of the commanding officer of 
the post, it, nevertheless, is no integral part of such club. As previously pointed 
out, while members of the locker club are necessarily members of the officers’ 

ib, it does not follow that all members of the officers’ club must be members 
of the locker club—the latter being designed purely for the purpose of enabling 
individual members of the group to “store’”’ their privately owned stock of bever- 
ages Within the premises, and under the control of one of its own group selected 
to perform such function. Again, in theory, no profit is made through the 
transaction, and the only moneys which inure to the benefit of the officers’ club 
are derived through charges for the nonalcoholic ingredients furnished. In other 
words, as set forth in paragraph 5 of General Eisenhower’s memorandum of 
October 9, 1947, the locker club is merely a device for the ‘‘storage of intoxi- 
cating liquors acquired elsewhere by the individual owner thereof at an authorized 
club.”’ 

In view of the foregoing, and since it is clear that the original intent for the 
formation of such clubs properly should be viewed more in the light of a special 
privilege afforded to those members of the officers’ club who desire to store their 
beverages within the premises, there appears no basis for the view that such clubs 
ever were intended or have been considered to be instrumentalities of the Govern- 
ment. 

Prepared by: 

Arcu B. Brown, 
Attorney, Office of General Counsel, 
General Accounting Office. 
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Exursit No. 4 


Absiract of reports covering survey of sale of 





Name of Stateand | Channels through | yotnod py which alcoholic | 


installation m or re tehe beverages are dispensed Patrons 


California: 
McClellan Air} Alcoholic beverages | Bar sales (liquor, beer, | Bar sales are made to 
Force Base, Calif. obtained by com- and wine) made by members of the clubs, 
missioned officers’ commissioned officers’ their dependents and in- | 
mess, noncommis- mess, noncommissioned vited guests. Package | 
sioned officers’ mess, officers’ mess, and civil- sales to officer members, | 
civilian employees’ ian employees’ club. Post exchange sales are 
club, and post ex- Bottle sales controlled made without limitation | 
change, from whole- by commissioned offi- to holders of privilege | 
salers in the Sacra- cers’ mess. Post ex- cards. | 
mento, Calif., area. change sells beer. Sales 
for the year ended June 
30, 1953, aggregated over | 
) 


Naval Air Station, | Stocks obtained by | Commissioned officers’ | Bar sales are made to mili- 
Moffett Field, club managers from mess (open) and chief tary personnel, depend- 
if. | wholesalers in San| petty officers mess ents and guests. En- | 

| Francisco and San (open) sell beer, ale, and listed personnel below | 
| Jose, Calif. distilled spirits over the chief petty officer grades, 
| bar and through a pack- dependents, and guests 

age liquor store. Beer are not permitted to 
and ale are sold at the purchase packaged liq- 
enlisted men’s club. uors. Packaged sales 
are controlled by an an- 
| nual identification card, 

Marine Corps Air | Stocks obtained by | Commissioned officers’ | Sales of alcoholic bever- 
Station, El Toro manager orassistant | mess and staff noncom- ages may be made to 
(Santa Ana),/| manager of commis- missioned officers’ club station personne] mem- | 
Calif. |  sioned officers’ mess | __ sell distilled, fermented, bers, guest members, 
(closed), staff non- and malt liquor over and dependents. Visi- 
commissioned _ offi- bars and in package tors may purchase bev- | 
cers’ club, and en- form. Enlisted men’s erages only as a guest of 
listed men’s club, club sells 3.2 percent a member. Only mem- 
from wholesalers in beer by the drink. bers and dependents of 
Los Angeles, Long officer members may 
Beach and Santa purchase packaged bev- 
Ana, Calif. erages. | 








Colorado: | 
Department of the | Alcoholic beverages | Members of the officers’ | Members of locker funds 
Army, Fitzsi- are obtained from mess (open) and the may buy drinks for 
mons General wholesale dealers in noncommissioned of- their guests. Identifi- 
Hospital, Den- Colorado by the of- ficers’ mess (open) are cation of members is 
ver, Colo, ficers’ locker fund members of the locker required. | 

and the noncommis- funds and are entitled to 

sioned officers’ purchase books of cou- 

locker fund through pons which are ex- 

designated procure- changed for drinks 

ment agents. served atthe bar. Bulk 

orders for officers 

through the locker fund 

are accompanied by 

cash. Beér is sold for 

eash at the noncomis- 

sioned officers’ mess. 

Ent Air Force | Stocks are obtained | Sales are made at bar at | Any member of the messes 
Base, Colorado through orders officers’ mess, noncom- may buy drinks for him- 
Springs, Colo. placed in the name missioned officers’ mess self and guests. Privi- 

of the messes with and the annex to the leges are extended to 

wholesalers in Colo- noncommissioned of- visiting military per- | 
rado. ficers’ mess. No pack- sonnel, 

age sales are made. 

Lowry Air Force | Liquor and beer pur- | Liquor and beer are sold | Members of messes, wives, | 
Base, Denver, ased by messes at bars of commissioned and guests of members | 
Colo. from local whole- officers’ mess and non- may make purchases. | 

salers. Beer, not in commissioned officers’ Identification is re-| 

excess of 3.2 percent mess for consumption quired. Visiting officer 
alcoholic content, on premises. Beer is personnel may _ be 
purchased locally by also sold for “off” served. Beer is sold at 
post exchange, oe consumption. the post exchange with- 

eer is sold at post ex- out identification. 
change for ‘‘on”’ use. 
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Exuisit No, 4—Continued 


oholic beverages at Federal establishments 


Impact on Sate or local tax 
structure 


| Extent of Government-paid | 
personnel utilized in opera- | 


tion of 
activity 


liquor-dispensing 





State sales and excise taxes 
scheduled to be paid by the 
3 clubs beginning May 29, 
1953. This will approximate 
$9,000 based on June 1953 
sales. Post exchange is ex- 
empt from State sales and 
excise taxes according to 
statement by California 
State tax administrator. 


Inder California law instru- 


mentalities of the Navy are | 


exempt from payment of 
State license fees and sales 
taxes, which would approxi- 
mate $13,000 per annum. 
State excise taxes on liquors 
are paid through whole- 
salers. 


Loss of revenue to State and 

county, through nonpay- 
ment of license fees, sales 
taxes, and property taxes 
estimated as $14,900 an- 
nually. 


State excise taxes are paid. 
State and city licenses are 
not obtained, State of Col- 
orado claims no jurisdiction 
or licensing authority on 
Federal reservations. 


State excise taxes on liquor, 
beer, and wine, imposed on 
wholesalers, are paid by the 
messes. The post exchange 
does not pay the State tax of 
3 cents per gallon imposed 
by Colorado. State and 
city license fees, which 
would cost approximately 


$500 per annum, are not paid, | 








A master sergeant is em- 

ployed full time in the man- 

ement of liquor activities 

of the noncommissioned offi- 

cers’ mess, pay and allow- 

ances total over $4,400 per 
annum. 


Part-time use of Government- | 


paid personnel is computed 
to cost the Government ap- 
pay $18,000 annual- 
y. 


Annual cost to Government 
for utilization of enlisted per- 
sonnel and officer personnel 
in the management of bev- 
erage-dispensing activities 
estimated as $35,280. 


officer devotes a weekly av- 
erage of about 5 hours of 
official time to the locker 
fund. An _ enlisted man 
works in the bar of the of- 
ficers’ mess, 4 hours daily as 
part of his assigned duties. 


oe - part time of officers 

an 
would approximate $450 per 
month, 


Cost to Government in sal- 


aries of military personnel is 
approximately $725 per 
month, including 1 en- 
listed man who is used full 
time at officers’ mess as a 
bartender. 


enlisted personne! | 





General remarks 


Complaint registered by Sac- 
ramento Tavern Associa- 
tion as to operation of civil- 
ian employees’ club. 
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Name of State and 
installation 


Connecticut: U. 8 


Naval Submarine | 


Base, New London, 
Conn. 


District of Columbia: 
Bolling Air Force 
Base. 


Department of the | 
Army, Fort Les- | 


ley J. McNair. 


Walter Reed Army | 


Medical Center, 
Department of 
the Army. 


Florida: 
McDill Air Force 
Base, Tampa, 
Fla. 





Exuipit No. 4—Continued 


Abstract of reports covering survey of sale of alcohol 


Channels through 
which alcoholic 
stocks are obtained 


Spirituous liquors and 
beer are obtained by 
designated agents of 
messes and clubs 
from wholesale dis- 
tributors and dis- 
tillers. 


Liquor stocks are ob- 
tained by the offi- 
cers’ club and the 
officers’ elub 
through local dis- 
tributors. Beer for 
the base exchange is 
obtained from brew- 
ers and wholesalers. 

Members of officers’ 
club may purchase 
liquor off the post 
individually 


stored in lockers. 


Purchases of liquor | 


in quantities are also 
made on a 30-day 
charge basis through 


a locker fund, usu- | 


ally from distillers. 
Spirituous liquors are 
obtained by the 
locker fund officer 


mostly from whole- | 


salers and retailers 
in the District of 
Columbia and some 
from 
Beer is obtained by 
the officers’ mess 
and the noncom- 
missioned officers’ 
mess from distribu- 
tors in the 


The post exchange 
obtains beer from 
Army Quartermas- 
ter Depot, Alex- 
andria, Va. 


Stocks 


from wholesalers 


and distributors in | 


Tampa, Fla. 


Only 


and | 
have such supplies | 


distillers. | 


Wash- | 
ington, D. C., area. | 


are obtained | Liquor is 


Method by which alcoholic 


beverages are dispensed 


Sales are made at the bar | 


and by package at the | 
commissioned and war- | 


rant officers’ mess (open) 
and the chief petty offi- 
cers’ mess (open). Beer 
is sold 
bottle at the Navy ex- 
change and the White 
Hats Club. 
purchases may be made 
at the Navy exchange 
for a picnic or party of 
military personnel. 


Drinks are served; pack- 


aged liquor is not sold. 
Beer is sold at the base 
sales are made at the ex- 
change 


drinks are sold. 
There are no package 
sales. 


Member of locker fund (a 


member of officers’ 
mess) is given a book in 
exchange for deposit of 
$10, coupons of which 
are good for purchases 
of liquor by the drink. 
A member of the locker 


by the can or | 


Quantity | 


beverage store. | 


| 
| 
| 
| 
| 


fund may have up to | 
1 gallon of liquor pur- | 


chased by the 
fund officer and have it 
stored in the locker 
room until required. 
Beer is sold at bars at 
the officers’ mess and 
the noncommissioned 
officers’ mess, and by 
the post exchange and 
the concessionaire oper- 
ating the cafeteria. 


dispensed at 
bars and package stores 
of the officers’ mess 
(open) and the noncom- 
missioned officers’ mess 
(open). Beer is also 
sold at these clubs and 
other facilities on the 
base including the post 
exchange, base billeting 
office, etc. 


locker 


Patrons 


Sales are made to officers 
and chief petty officers 
Identification is re. 
quired. In quantity 
sales of liquor (up to 5 
bottles) signed sales slips 
are retained and effort is 
made to guard against 
excessive repeat sales 
Beer sales at the Navy 
exchange and White 
Hats Club are limited to 
active duty Navy per- 
sonnel, 

Sales are made to members 
of the officers’ and non- 
commissioned officers’ 
messes and their guests 
Beer is sold at exchang: 
bars to military person- 
nel and their guests 


Sales are made to mem- 
bers of the officers’ club 
and their guests. 


Members of the officers’ 
mess in good standing 
are eligible to join the 
locker fund. Sales of 
beer at the messes aré 
limited to members of 
these messes and their 
guests. At the post ex- 
change, sales are made 
to military personnel 
only. Sales at the cafe- 
teria are made only 
1 hour per day and are 
not limited to military 
personnel, 


Sales of liquor limited to 
mess members. Offi- 
cers’ mess has more 
than 1,000 members, 
active and retired offi- 
cers and certain civilians 
in duty status. The 
noncommissioned  offi- 
cers’ mess has 2,068 
members, active and 
retired noncommission- 
ed officers of the first 
3 grades. Certain civil- 
ians are designated as 
honorary members. 
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beverages at Federal establishments- 


Impact on State or local tax 
structure 


Exemption from the payment | 
of State excise taxes on the | 


alcoholic beverages sold by 


the clubs and post exchange | 
is granted by the State tax | 


commissioner on the as- 
sumption that the activities 
are Government instrumen- 
talities. See exhibit No. 8 
with report. 


District of Columbia taxes are 
not paid. Inspection of bulk 
stocks of liquors disclosed 
that District of 
tax stamps were not 
tached to the bottles. 


at- 


Loeal permits or licenses are 
not obtained. Inspection of 


bulk stocks of liquors dis- | 
closed that District of Col- | 


umbia tax stamps were not 
attached to the bottles. 
However, it was 
that occasionally 
purchases were made from 
retailers, which have 
trist of Columbia tax 
stamps. 


Inspection of bulk stocks of | 


spirituous liquors disclosed 
that tax stamps of the Dis- 
trict of Columbia were not 
attached to the bottles. 
Beer sales are exempt from 
District of Columbia taxes, 
based on an opinion of the 
Corporation Counsel, ap- 


proved by the Commission- | 


ers of the District of Colum- 
bia. District of Columbia 


sales tax has been waived | 


under the provisions of 
Public Law 76 (63 Stat 112, 
section 128). 


Florida taxes on liquor and 


wine are included in whole- | 


sale prices paid by the clubs, 
Florida 3 percent sales tax 
is not collected. This 


would approximate a loss | 


of about $7,000 per annum. 
State and local license fees, 
which would amount ap- 
proximately to $750 per 
annum, are not paid. 


Columbia | 


learned | 
special | 


Dis- | 





Exuisir No, 4—Conrtinued 


Continued 


Extent of Government-paid 
personnel utilized in oprra- 
tion of liquor-dispensing 
activity 


Services of Government-paid 
personnel utilized to some 
extent but allegedly during 
other than regular duty 
hours. 


Small part of time of 3 officers 
and 1 enlisted man spent in 
supervision and manage- 
ment of the liquor dispens- 
ing activities. 


Assistant mess officer divides 
his official time between 
duties as mess officer and 
locker fund officer. 


Personnel in charge of the 
messes spend a small por- 


tion of their time in super- | 


vising beer-dispensing activ- 
ities. About 2 hours a day 
is spent by the locker fund 
officer on locker fund busi- 
ness. 


Cost of time of military per- 
sonnel is approximately 
$2,300 per annum, 


| 
| 
| 


General remarks 


Teport 
sub- 
umber 


--..-| NY=2 


Base exchange operates a beer 
bar at Suitland, Md. Ex- 
emption from the payment 
of State taxes is authorized 
under certain conditions by 
State law. 


Procedure was to be changed 


pursuant to recent instruc- 
tions issued by 
ters, Military 


ation ofa liquor locker system, 
but emphasizing the point 


to everyone connected with | 


the system that ‘Liquor is 


not to be sold on the post’’. | 


The locker 
began 
1953. 


fund system 


headquar- | 
District of | 
Washington, authorizing oper- | 


operations July 1, | 





WN-l 
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Name of State and 
installation 


Fiorida—Continued 
Naval Air Station, 
Jacksonville, 
Fila. 


Georgia: 
Hunter Air Force 
Base, Savannah, 

Ga. 


Robins¥Air Force 
Base, Ga. 


Department of the 
Army, Camp 
Gordon, Ga. 


Department of the 

Army, Fort Me 

Pherson (within 

Suociy Saas, 
a. 


| Channels 





Exuisit No, 4—Continued 


Abstract of reports covering survey of sale of alcoholic 


pacouge 
which alcoholic 
stocks are obtained 


Stocks are obtained 
by 2 messes from dis- 
tributors in Jack- 
sonville, Fla, 


Purchased by officers’ 
open mess and non- 
commissioned offi- 
cers’ open mess from 
distributors and out- 
of-State distillers. 

Alcoholic beverages 
are obtained by 2 
clubs from national 
distillers and from 
wholesalers in 
Macon, Ga. 


Purchased by the cen- 
tral locker officer 
from wholesalers in 
Augusta, Ga., and 
out-of-State dis- 
tillers for authorized 
individuals, groups, 
and sublockers of 
the commissioned 
officers’ and non- 
commissioned 
officers’ messes. 

Purchased by central 
locker officer from 
wholesalers in At- 
Janta, or wholesalers 
or distillers outside 
of State, through 
commissioner of rev- 
enue of the State of 
Georgia, then distri- 
buted through cen- 
tral locker system to 
sublockers of the 
officers’ mess and 
the noncommis- 
sioned officers’ mess. 





Distributed, 


Method by which alcoholic 


beverages are dispensed 


Liquor fs sold at bars and 
package stores by com- 
missioned officers’ mess 
(open) and chief petty 
officers’ mess (open). 


Liquors are sold at pack- 


age stores and at bars of 
the 2 messes. 


Sold at bar only by com- 


missioned officers’ club 
and noncommissioned 
officers’ club. 


usually by 
the drink, to members 
of the sublocker system. 


Distributed through sub- 


lockers by the package 
at officers’ mess and by 
the drink at officers’ 
and noncommissioned 
officers’ messes. Mem- 
bers of sublocker system 
deposit $10 or equivalent 
in liquor stock with sub- 
locker officer. 





Patrons 


At the commissioned offi- 
cers’ mess package sales 
are made to members 
of the mess, active or 
retired. Bar sales are 
made to members and | 
their guests. At the | 
chief petty officers’ mess 
package sales are made 
to chief petty officers 
(7th pay grade) and 
married enlisted naval 
personnel of the next 
3 — (4th, 5th, and 
6th pay es). Bar 
sales are made to chief 
petty officers and mas- 
ter sergeants. Identi- 
fication may be required 
for package sales. Each 
bottle sold at the station 
has a stamp affixed 
thereto which has a 
serial number which is 
recorded 


Members of the messes 
and their guests. 


Officers, their guests, and 
civilians on temporary 
duty residing in bache- 
lor officer quarters are 
permitted to purchase 
beverages at the officers’ 
club. Members of the | 
noncommissioned  offi- 
cers’ club (personnel of 
the first 3 grades) and 
their guests are author- 
ized to purchase drinks 
at the noncommissioned 
officers’ club. 

Members of commissioned 
officers’ and noncom- 
missioned officers’ 
messes are eligible for 
membership in the sub- 
locker system. Deposit 
is $10. Guests of mem- | 
bers may be served. 


Members of officers’ and | 


nencommissioned  offi- | 
cers’ messes are eligible | 
for membership in sub- | 
lecker system. Identi- | 
fication is required. | 
Guests of members may | 
be served. 
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Exuisit No. 4—Continued 
beverages at Federal establishments—Continued 


| Extent of Government-paid 


Impact on State or local tax 


structure 


personnel utilized in opera- | 
tion of liquor-dispensing 


activity 





Inspection of bulk stock of 
alcoholic beverages disclosed 
that tax stamps of the State 
of Florida were affixed to the 
bottles. County license fees, 
which would cost approxi- 
mately $7,200 per annum, 
are not paid, 


Georgia excise and warehouse 

| taxesare paid. County club 
license fees, approximating 
some $900 per annum, are 
not paid. 


Georgia stamp, warehouse, 
| and sales taxes have been 
paid since Apr. 1, 1953. 


i 

Required State taxes are paid. 
Count y license fees, approx- 
imating $1,000 per annum, 
are not paid. 


| State stamp, warehouse, and 
sales taxes are paid. City 
license fees, approximately 
$2,000 per annum, are not 
paid. 





Enlisted personnel are used 
part time in purchase and 
sale of alcoholic beverages 
at the chief petty officers’ 
mess at cost to the Govern- 
ment of approximatly $5,000 
per annum, 


Part time of officer and en- 
listed personnel involving 
estimated annual cost to the 
Government of $5,000. 


Cost of part-time services of 
militar y personnel is approx- 
imately $5,000 per annum, 


Part time of military person- 
nel, including 2 officers and 
2 enlisted men; approximate 
cost to the Government $54 
per month. 


Part time of 2 officers and 2 
enlisted men; approximately 
$400 per month, 





General remarks 


---ee0 Seen ceewecceecececcces= 
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Name of State and 
installation 


Illinois: Chanute 
Force Base, Il. 


Air 


Indiana: Department 


of the Army, Camp | 


Atterbury, Ind. 


Kansas 


Forbes Air Force 


Base, Topeka, | 


Kans, 


Kentucky: : 
Godman Air Force 


Base, Fort Knox. 


Department of the 


Army, Fort Knox, | 


Ky. 





Exuisit No. 4—Continued 


Abstract of reports covering survey of sales of alcoholic 


Channels through 
which alcoholic 
stocks are obtained 


Officers’ club obtains 
stocks from distillers 
and wholesalers. 


Purchased from 
tillers through 
locker officer. 


Liquor is purchased 


from wholesalers in | 


State of Kansas 
through designated 
agents of commis- 
sioned officers’ and 
noncommissioned 
officers’ clubs 


Wholesale liquor deal- 
ers, brewers, 
beer 


tucky. 


Liquor and wine ob- 
tained through cen- 
tral locker officer 
from licensed whole- 
sale liquor dealers. 


Beer and fermented | 
malt beverages | 


obtained from 
brewers and beer 
distributors licensed 
by the Common- 


wealth of Kentucky. | 


dis- | 


and | 
dispensers li- | 
censed by the Com- | 
monwealth of Ken- | 


Method by which alcoholic 


beverages are dispensed 


Sales are made at bar and 


by the bottle. Officers’ 


elub is sole place of sale | 


on the base. 


Dispensed at 
noncommissioned  offi- 
cers’, and hospital clubs. 


Chit books used by club | 


members at the base for 
quantity of liquor con- 
sumed by drink. Indi- 


vidual purchases by bot- | 
tle are paid for in ad- | 
vance by orders made | 


through the locker offi- 
cer, 


Sales are made by 
clubs by drink or bottle. 


Case lots, bottle and 


drinks are sold at bars | 
of the officers’ open mess | 


the noncommis- 
sioned officers’ open 
mess. Beer of less than 
3.2 percent 


and 


Fort Knox 
change system. 


post-ex- 


Case lots 
through the 
locker system. 
and drinks are dispensed 
by 4 officers’ sublocker 
clubs, and the American 
Legion Club. 
fermented malt liquor 
are sold by 2 officers’ 
and 3 noncommissioned 
officers’ clubs, civilian 
employees’ club, and 
American Legion Club. 
Beer of 3.2 percent alco- 
holic content is sold by 
the several branches of 
the post exchange. 


central 


officers’, 


the 


alcohol is | 
sold at a branch of the | 


distributed | 


Bottles | 


Beer and 





Patrons 


Members of officers’ club 
and guests. Bottle 
sales are restricted to 
club members. 


Restricted to station mil- 
itary personnel who are 
club members. 


Members of officers’ and 
noncommissioned  offi- 
cers’ clubs. Sales by 
the drink of guests of 
club members are per- 
mitted. Packaged liq- 
uor is sold to visiting 
military personnel, ci- 
vilian employees of 
clubs, and to base 
organizations authorized 
to hold parties and 
picnics. 


Sales are limited to mem- 
bers of the messes, tran- 
sient Air Force personnel 
of like rank and visiting 
members of the Fort 
Knox sublocker system 
Guests may buy drinks, 
but may not purchase 
by the bottle or case. 
Beer is sold by the post 
exchange to military 
yersonnel and civilian 

olders of post-exchange 
cards. 

Membership in locker sys- 
tem limited to officers, 
noncommissioned _ offi- 
cers of Ist 3 grades, and 
civilian employees liv- 
ing on post. Guests in 
residence at Fort Knox 
for less than 14 days are 
not eligible to use locker | 
system except when spe- 
cially approved identifi- 
cation is required. Beer 
is sold freely to mess or 
club members, guests, 
or visitors, with little 
attention given to iden- 
tity of purchasers. Sales 
at post-exchange branch- 
es limited to holders of 
post-exchange cards. 
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Exurpit No. 4—Continued 


beverages at Federal establishments—Continued 


Impact on State or local] tax 
structure 


State gallonage taxes and the 
Illinois 2 percent retailer’s 
occupational tax are paid. 
It was stated that State 
license fee of $50 is not paid 


because the club is on a | 


Federal reservation. 

State excise taxes, which 
would approximate $13,850 
ynnually, are not paid. Re- 
tail permits, which would 
cost $1,350 per annum, are 
not obtained. 


According to the director, Al- 
coholic Beverage Commis- 
sion, State of Kansas, retail 
liquor licenses are not re- 
quired for either club. State 
liquor taxes are paid by 
wholesalers and included in 


price of liquor sold to mili- | 


tary clubs or commercially. 


All liquor and wine handled 
bear Kentucky tax stamps. 
State taxes on beer and 
malted liquors are not paid. 
The 2 messes operate under 
a special club license issued 
by Kentucky. 


Special club license is issued 
by the Commonwealth of 
Kentucky to the central 
locker system. All liquor 
and wine handled by the 


locker system bear Ken- | 


tucky tax stamps. State 
taxes on beer and malt 
liquors are not paid. 





Extent of Government-paid 
personne) utilized in opera- 
tion of liquor-dispensing 
activity 


Liquor management is in 


hands of a military officer, | 


secretary of the officers’ 
mess. Others employed are 
paid from nonappropriated 
funds. 


| Salaries of military personnel 


(4 officers and 5 enlisted 
men), full or part time, en- 
gaged in management and 
operation approximate 
$12,000 per annum. 


2 enlisted and 1 officer are as- 
signed to full-time duty in 
connection with the opera- 
tion of the officers’ club and 
the noncommissioned offi- 
cers’ club, but the extent of 
their time devoted to the 
liquor-dispensing activities 
of these clubs is not indi- 
cated. 


Air Force personnel engaged 
in the handling of beverages 
perform such duties in addi- 
tion to their primary assign- 
ments and outside regular 
duty hours. 


From the information at hand 
it would seem that direct 
cost to the Government on 
account of the alcoholic dis- 

msing activities at Fort 
nox is not significant. 


Report 
General remarks sub- 
number 


It was stated that prices are | CH-1 
kept high in order to avoid 
criticism of local beverage 
dispensers 


charged were slightly lower | 
than those charged in Tope- 

ka. Gross profit on bottle | 
sales approximate a little | 
over 20 percent | 


1 

| 

| It was indicated that prices | KC-1 
| f 

| 

| 


sosscosens 
| 


[TRA e ete neneemmesonenenenss 
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Name of State and 
installation 


Louisiana: 
Barksdale Air 
Force Base, 
Shreveport, La. 


Department of the | 


Army, 
Polk, La. 


Camp 


Department of the 
Army, Camp Le- 
roy Johnson, 
New Orleans, 
La. 


U. 8. Naval Sta- 
tion, New Or- 
leans, La. 


Maryland: U. 8. Naval 
Statior, Severn River 
Naval Command, 
Annapolis, Md. 





Exuisit No. 4—Continued 


Abstract of reporis covering survey of sale of alcoholic 


Channels through 
which alcoholic 
stocks are cbtained 


Liquor and beer pur- 
chased by messes 
from local distr.bu- 
tors. 


Purchases are made 
from wholesalers 
through the Camp 
Polk central locker 
group. 


Liquor dispensed on 
the post is pur- 
chased by the offi- 
cers of a locker club. 
Beer is purchased 
from local distribu- 
tors by the post ex- 
change, officers’ 
mess, and noncom- 
missioned officers’ 
mess. 


Purchases of spiritu- 
ous liquors are made 
by commissioned of- 
ficers’ mess from 
local distributors. 
The chief petty offi- 
cers’ club obtains 
supplies from the 
officers’ mess. Beer 
is obtained by the 
officers’ mess, the 
chief petty officers’ 
club, and the Navy 
exchange from local 
distributors. 

Spirituous liquors are 
obtained by the offi- 
cers’ mess (open) 
from distillers and 
distributors. Beer 
is obtained by the 
mess and Navy ex- 
change from local 
wholesale distribu- 
tors. 





Method by which alcoholic | 
beverages are dispensed 


Sales are made at bars and 
Oy the package at the 
officers’ open mess and 
the noncommissioned of- 
ficers’ open mess, Base 
exchange sells beer by 
the bottle at a taproom 
and also by the case. 


Liquor is distributed in 
bottles and cases to 
members of the group 
and to the officers’ and 
noncommissioned  offi- 
cers’ clubs. Drinks 
served at the bars to 
members of the clubs. 





Drinks are sold at the bar 
and also by the bottle 
and case. Beer is sold 
after duty hours by the 
bottle at the cafeteria 
and bowling alley and 
by the case and carton 
at the exchange store. 


Liquor and beer are sold 
by the commissioned 
officers’ mess (closed) 
and the chief petty offi- 
cers’ club. Beer only is 
sold through the ex- 
change. 


Sales are made for use on 
or off premises, 


Membership in the cen- | 


Bar sales are made to 


Members of officers’ mess, | 


| 


Patrons 


Sales are said to be re. | 


stricted to members and | 
Soma exchange 
sells to persons having] 
unlimited exchange 
privileges. | 


| 
| 


| 
| 
| 
tral locker group is open | 
to officers and noncom- | 
missioned officers and 

members of their fam- | 
ilies. Serving of liquor, 

through clubs, is 

restricted to holders of | 
identification cards. | 
There are 353 locker- 
group members out of a | 
possible 2,000 officer and | 


noncommissioned officer | 
club members. | 


Bottle and case sales of | 


liquor are restricted to | 
members of the locker | 
club. Drinks are sold to 
members and their | 
guests. Post-exchange 
sales are limited to per- 
sons having unlimited 
exchange rivileges. 
Messes sel] beer by the 
case to members and by 
the bottle to members 
and their guests. 


members of the officers’ 
mess and the chief petty 
officers’ club and their 
guests. Package sales 
are limited to mess and 
club members. Ex- 
change sales are re- 
stricted to persons hav- 
ing unlimited exchange 
privileges. 


drinks may be pur-| 
chased for guests. For 
package sale, member is 
required to be identi- | 
fied. Off-station mem- 
bers are permitted to | 
purchase free of State 
taxes 2 quarts of liquor 
per adult member of his 
familyeach month. No | 
limit to quantity a mem- 
ber may purchase free 
of State taxes if he lives 
on the station. Beer 
is sold at the Navy 
exchange to persons 
holding permits. 
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Impact on State or local tax 
structure 


State gallonage taxes are not 
paid; Louisiana Department 
of Revenue allows the clubs 
to purchase alcoholic bev- 
erages from wholesale deal- 
ers gallonage tax free. Ex- 
emption certificates signed 
by military officers are util- 
ized to obtain the tax-free 
purehases. State and local 
license fees, which would 
cost approximately $700 per 
annum, are not paid. 

Purchases are made by the 
locker group free of the Loui- 
siana gallonage tax by aa- 
thority of the State collector 
ofrevenue. Exemption cer- 
tificates, signed by respon- 
sible military officers, are 
utilized to obtain the tax- 
free purchases. Tax dealer 
permit and license are not 
required by the parish of 
Vernon, Camp Polk being 
located in a dry ward. 


State gallonage taxes are not 
paid; Louisiana Depart- 
ment of Revenue allows the 
clubs to purchase alcoholic 
beverages from wholesale 
dealers gallonage tax free. 
Exemption certificates, 
signed by military offices, 
a e utilized to obtain the tax- 
free purchases. State and 
local license fees, which 
would cost approximately 
1,080 per annum, are not 

i 





State gallonage CReieD wr et hci. FO ath te ntiiicccnpenccens 


paid, Louisiana Depart- 
ment of Revenue allows the 
organizations to purchase 
alcoholic beverages from 
wholesale dealers gallonage 
tax free. Exemption cer- 
tifieated, signed by military 
officers, are utilized to ob- 
tain the tax-free purchases. 
State and local license fees 
which would cost approxi- 
mately $1,400 per year are 
not paid. 


Beer and spirituous liquors 
are exempt by State law 
from State taxes under cer- 
tain conditions. 


Exursit No. 4—Continued 
beverages at Federal establishmenis—Continued 


Extent of Government-paid 
personnel utilized in opera- 
tion cf liquor-dispensing 
activity 


Personne] engaged in bever- 
age-dispensing activities are 
id from nonappropriated 
unds. The only cost in- 
volving appropriated funds 
is the time of the officer in 
charge devoted to this activ- 
ity (said to be negligible) 
and the space used in the 
buildings furnished by the 
Government. 


2 officers are engaged part time 
in the operation of the locker 
group and 10 enlisted men 
are engaged in the operation 
of the officers’ and noncom- 
missioned officers’ clubs, 
part of their time being de- 
voted to liquor-dispensing 
activities. Estimated 
monthly cost is given as 
approximately $1,400. 


Persons engaged in beverage 
sales are 7 from nonap- 
propriated funds. Super- 
vising time of personnel paid 
from appropriated funds 
seems negligible. 


Personnel paid from appro- 
priated funds are not as- 
signed to duty in the officers’ 
mess or at the Navy ex- 
change. 








General remarks 


|e cee emcee mee enon ne woncensesesnes, 


| 


Report 
sub- 


number 
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Exuisit No. 4—Continued 


Abstract of reports covering survey of sale of alcoholic 


Channels 
| which 
stocks are obtained 


Name of State and through 


installation 


Massachusetts: West- 
over Air Force Base, | 
Chicopee Falls, 
Mass 


Liquor for commis- 
sioned officers’ mess 
(open) and noncom- 
missioned officers’ 
mess (open) is pur- 
chased from dis- 
tillers. Beer is pur- 
chased from local 
distributors 

Spirituous liquors are 
obtained by mess 
officers from  dis- 
tillers Beer and 
wine are purchased 
from local distrib- 
utors. 


Selfridge 
Base, 


Michigan 
Air Force 
Mich 


Keesler 
Base, 


Distilled spirits 
purchased from dis- 
tillers by the officers’ 
open mess, and are 
issued to 
commissioned 
ficers’ open mess. 
Malt liquors are 
obtained from local 
distributors. 


Mississippi 
Air Force 
Biloxi, Miss. 


New York: 
Mitchel Air Force 
Base, N. Y. | 


All alcoholic stocks 
are purchased from 
wholesalers and dis- 
tributors. 


Liquor purchased by 
custodian of Fort 
Hamilton locker 
fund from whole- 
salers and distribu- 
tors. 


Department of the 
Army, Fort 
Hamilton, 
Brooklyn, N. Y. 


Spirituous liquors ob- 
tained by the cus- 
todian of the Fort 
Jay locker fund from 
wholesalers and dis- 
tributors. 


Department of the 
Army, Fort Jay, 
Governors Is- 
land, N. Y§ 


are 


alcoholic | 


the non- | 
of- | 


Sold 


j 





Method by which alcoholic 
beverages are dispensed 


Liquor is sold by the drink 


at bars of the 2 messes. | 
Sales of bottle liquor are | 


not authorized. Beer 
may be sold by the case. 
Post exchange sells beer 
only. 


Patrons 


Sales at bar limited to 
members, their guests, 
and transient officers 
Post exchange limits 
sales of beer to personne] 
in uniform and certain 
others authorized by Air 
Force regulations. 


Beer, wines, and liquors | At the 2 clubs, club mem- 
are sold by the drink at | 


and non- 
officers’ 
drink. 


the officers’ 
commissioned 
clubs by the 


Case lots of liquor are | 


purchased for officers’ 
mess, 10th Air Force 
Headquarters. Beer 
(3.2 percent) is sold 
“off” and ‘on’ at the 
exchange. 


Distilled spirits and wine 
are dispensed by the 
drink over the bar. 
Sales by the bottle or 
case are not made. Air 
Force exchange _ sells 


malt liquors by bottle, | 


carton, or case. The 2 


| 
| 
} 


| 
| 


| 


} 


clubs sell beer only by | 


the bottle, can, or glass. 


by 
bottle at officers’ and 
noncommissioned of- 
ficers’ clubs. Air Force 
exchange operates 2 bars 
directly and 1 through 
a cafeteria 
aire, where beer is dis- 
pensed by the indi- 
vidual drink. 


Custodian of locker fund 
makes group purchases 
of liquor and wine as 
agent of its members for 
their persona] use or for 
consumption by the 
drink at officers’ mess. 
Chit system is used. 
Beer is sold on a cash 
basis by the officers’ 
and noncommissioned 
officers’ messes and 
Army services exchange. 

Dispensed by individual 
drink at officers’ and 
noncommissioned  offi- 
cers’ clubs. Coupons 
used in payment for 
liquor. Custodian of 
locker fund makes group 
purchases of liquor and 
wine as agent for mem- 
bers of messes for their 
personal use or for con- 
sumption by the drink 
at the clubs. Beer is 
dispensed on cash basis. 


concession- | 


| 





their guests 
the 


bers and 
Permit holders at 
post exchange. 


Sales at the clubs are 
limited to members of 
the messes and their 
guests. The exchange 
limits the sale of malt 
liquors to personnel who 
hold exchange permits 


the drink and | Members of the officers’ 


and noncommissioned 
officers’ clubs. 


Locker system is in force, | 
under which members of 
system participate as 
brought out in col. 4. 


Members of officers’ and 
noncommissioned _ offi- 
cers’ clubs eligible to 
participate in the locker 
fund. 
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Exursit No. 4—Continued 


beverages at Federal establishments—Continued 


Impact on State or local tax 
structure 


Purchases by the messes, con- 


sidered Government instru- 


mentalities by State taxing 
authorities, are exempt from 
State taxes. However, a 


Extent of Government-paid 
personne] utilized in opera- | 
tion of liquor-dispensing | 
activity | 


Enlisted men are used during 
off-duty hours. 


large gallonage has been de- | 


livered to groups not consid- 
ered by State authorities as 
being in that status. 


Annual State license fees, 


which would cost $1,225, are | 


not paid. State taxes were 


1 officer and 2 enlisted men 
part time. Estimated cost 
2,100 per annum. 


refunded to brewers on beer | 


sold at the base over a 5- 
month period in amount of 
$851.09. 
refund is approximately 
$2,500. State | 
direct purchase of liquor by 
the clubs, rather 
through State-controlled 
stores, over a period of 7 
months estimated to be 
over $9,000. 
State is legally ‘‘dry.”’ 
licenses. However a total 
of 12% percent sales taxes are 
imposed when sold through 
commercial dealers. 
such taxes are collected on 
sales at the base. 


i : : 
| State excise taxes on wines and 


liquors are paid. Tax on 
beer sold at military installa- 
tions is exempted by State 
law under certain 
tions and are not paid at 
this base. State license fees 
are not paid due to fact that 


base is on lands ceded to | 


the United States by the 
State of New York. 
Excise taxes on wines and 
| liquors are paid. Tax on 
beer sold at military reserva- 
tions is exempted by State 


law under certain conditions | 


and are not paid at this post. 
State license fees are not paid 
due to fact that post is on 
lands ceded to the United 
States by the State of New 
York. 


| State excise taxes on wines and 
liquors are paid, Tax on 
beer sold at military reserva- 
tions is exempted by State 
law under certain conditions 
and are not paid at this post. 
State license fees are not paid 
due to fact that post is on 
lands ceded to the United 
States by the State of New 
York. 


There 
is no provision for liquor | 


No | 


condi- | 


Computed annual | 
oss, through | 


than | 


Military officers in charge | 
supervise the activities, but 
these functions are only | 
incidental to other regularly | 
assigned duties. Other per- 
sonnel engaged in liquor- 
dispensing activities are 
paid from nonappropriated 
funds. 


| 


Locker-fund officer, whose pay 
and allowance approximate | 
$4,400 per annum, spends | 

about \% of his time admin- | 

istering the locker fund. 





Report 
sub- 
number 


Genera! remarks 


Strong views as to unauthor- | NY-3 
ized deliveries by distillers | 

were expressed by the com- | 
missioner of corporations 

and taxation, See exhibit 


No. 4, accompanying report, | 


Based on statistics compiled | CH-2 
by the comptroller of the 
Michigan Liquor Control 
Commission as to quanti- 
ties of spirituous liquors 
obtained by all military | 
units in Michigan over a 
5-month period, other than 
through State stores, there 
is a computed annual loss of 
revenue to the State in the 
amount of approximately 
$120,000. 
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Name of State and 
installation 


New York—Continued 


Department of the 
Army, Fort 
Wadsworth, 
Staten Island, 


U. 8. Naval Re- 
ceiving Station, 
Brooklyn, N. Y. 


Department of the 
Army, Fort Slo- 
cum, N. Y. 


Uv. 8. 


Station, Sheeps- 


head Bay, Brook- | 


lyn, N. Y. 


U. 8S. Coast Guard 


Base, St. George, | 


Staten Island, 


N.Y. 


U. 8. Quarantine 
Station, Public 
Health Service, 
Staten Island, 
N, Y. 


Ohio:* Wright-Patter- 
son*Air¥Force Base, 
xvton, Ohio. 


Maritime | 
Service Training 


Exuisir No. 4—Continued 


Abstract of reports.covering survey of sale of alcoholic 


whieh alcoholic 


through 
i 
stocks are obtained 


| 
Channels 
i 
| 


| 
' 
Liquors are purchased 
by the locker-fund 
officer from whole- 
salers and distribu- | 
tors. | 


Wholesalers and dis- 
tillers through offi- 
cers’ mess. 





Custodian of the Fort 
Slocum locker fund 
purchases liquor and 
wine from whole- 
salers and distribu- 
tors. 


Distributors and dis- 
tillers through the 
president of the sta- 
tion officers’ club. 
Beer for the ships 
service store is ob- 
tained by the ships 
service officer from | 
local distributors 
and brewers. 

Liquor is obtained 
from distillers and 
dealers through com- | 
missioned officers’ 
mess. Beer is ob- 
tained by the post 
exchange from a 
local distributor. 


Purchases are made 
by treasurer of the 
U. 8S. Quarantine 
Station officers’ club 

| from distillers and 
importers. 





Procurement of liq- 
uors and wines from | 
distillers and dis- 
tributors is central- 
ized in the Wright- 
Patterson Air Force 
Base officers’ mess. 
The noncommis- 
sioned officers’ club | 
obtains its supplies 
from officers’ mess 
Beer is obtained 
from local distrib- 
utors. 


Method by which alcoholic | 
beverages are dispensed 


Custodian of locker fund 
makes group purchases 
of liquor and wine as 
agent of its members for 
their personal use or for 
consumption by the 
drink at the officers’ 
mess. Chit system is 
used. Beer is sold on a 
cash basis at the officers’ 
mess and the noncom- 
missioned officers’ mess. 

Sales are made in bottle 
quantity only by the 
commissioned officers’ 
mess. No liquor is sold 
over a bar. 





Liquor is dispensed 
through the locker fund 
by individual drink at 
the commissioned offi- 
cers’ and noncommis- 
sioned officers’ clubs on 
a cash basis; the club 
system has not been 
adopted. Sales by the 
bottle are also indicated. 

Liquor is sold by the bot- 
tle from a stock room 
and over the officers’ 
club bar. Beer, at the 
ships service store, is 
sold in cases and indi- 
vidual containers. 


Liquor is sold only by the 
bottle through the U.S. 
Coast Guard officers’ 
mess. Beer is sold by 
the Coast Guard ex- 
change by the case or 
in single cans. 


Liquor is sold by bottle 
or case. Beer is sold 
by the case. 


Officers’ mess operates 2 
bars, also a package 
store. The noncom- 
missioned officers’ club 
operates 3 bars. The 
base exchange dispenses 
3.2 percent beer, and 
has 2 carryout facilities | 
and 3 bars. 


Patrons 


Members of locker fund 
system. 


Sales limited to officers at- 
tached to the naval re-| 
ceiving station. Pur- 
chases are not available 
to guests, clubs, or others 
visiting the station 


Identification is required | 


Members of the 
fund, 


locker 


| 
] 
| 


Liquor is sold to members 
of the officers’ clut 
Beer, at ships serv 
store, is sold to properly 
identified station per 
sonnel, | 


Sales of liquor at the pack- | 
age store are limited to 
officers of the Coast | 
Guard, Navy, and Ma- | 
rine Corps, on active | 
duty or retired. Identi- 
fication is required. 
Beer is sold at the ex- 
change upon presenta- | 
tion of official identifi- 
eation card. 

Warrant and commis- 
sioned officers assigned | 
to the station. No/| 
sales of liquor or beer 
made to guests or others. 


Officers’ mess dispenses 
liquor by the drink to 
members, guests of 
members and transient 
officers. Packaged liq- | 
uor sold only to mem.- | 
bers. Noncommis- 
sioned officers’ club bar 
sales are to members 
and their guests. Pack- 
age sales at officers’ 
mess limited to 1 bottle 
at any 1 time, if pur- 
chaser lives off the base 
Noncommissioned offi- 
cers’ club sells only | 
bottle at 1 time to mem- 
bers livd bn the | 
base, 
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Exursir No. 4—Continued 


beverages at Federal establishments—Continued 


Impact on State or local tax 
structure 





Extent of Government-paid 
personnel utilized in opera- 
tion of liquor-dispensing 


activity 


General remarks 








| State excise taxes on wines and 
liquors are paid. Tax on 
beer sold at military reserva- 
tions is exempted by State 
law under certain conditions 
and are not paid due to fact 
that post is on lands ceded to 
the United States by the 
State of New York. 


not paid due to ruling of the 
State authorities that Navy 
commissioned officers’ 
messes are arms of the 
United States. New York 
City license tax is likewise 
not paid apparently for the 
same reason. Approximate 
loss of revenue is $3,500 per 
annum. 


liquor are included in the 
prices paid to the distribu- 
tors. State license fees are 
not paid due to the fact that 
installation is on land ceded 
to the United States by the 
State of New York. 


State liquor tax is paid. State 
and local license taxes are 
not 
authority. 


State taxes on liquor are paid. 
State and local license taxes 
are not paid due to special 
authority. 





State taxes and license fees are 
not paid due to arrangement 
with Ohio Department of 
Liquor Control. Approxi- 
mate loss of revenue to the 
State computed at $1,600 
per monti. 


State taxes and license fees are | 


| 
State excise taxes on wines and | 


| ; , | 
2 enlisted men’s services (pay | 


paid due to special | 


|\2 officers engaged part time. 





Mess officers’ and 2 enlisted 
men’s time at the liquor 
store is said to be outside of 
duty hours. 


and allowances about $350 | 
per month) utilized, but 
said to be outside regular 
duty hours. They are paid 
for this extra duty from club 
funds at rate of $1.25 per 
hour. 


Liquor store is open for 2 
hours per week, 


Sales are made whenever qual- 
ified members cal] to make 
purchases. However, it is 
stated that no personnel | 
perform work in the dis- 
pensing of liquor during 
duty hours. 





From 50 to 65 percent of the 
official time of 1 officer, with 
base pay and allowances 
totaling $275 per month, is 
required in the management 
of the liquor-dispensing fa- 
cilities. 


A list of club prices and State 
store prices was furnished 
showing slightly lower club 
prices, 
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Name of State and 
installation 


Oregon: 503 Air De- 
fense Group, Port- 
land International 
Airport, Portland, 
Oreg 


Pennsylvania: 
Department of the 
Army, Carlisle 
Barracks, Car- 

lisle, Pa. 


U. 8. Naval Base, 
Philadelphia, Pa. 


Rhode Island: U. 8. 


Naval Station, New- | 


port, R. 1. 


Exuisit No. 4—Continued 


Abstract of reports covering survey of sales of alcoholic 


Channels 
which 
stocks are obtair 


Liquor for use in 
officers’ and 1 
commissioned 
ficers’ club 


through 
alcoholic 


1ed 


the 
10n- 


| 


of- | 


is pur- 


chased directly from 


wholesalers 


rather 


than from the Ore- 
gon Liquor Control 


Commission, 


by 


special authority of 


State authorit 
Beer is 


ies 


purchased 


from wholesale deal- 
ers by the officers’ 


and 
sioned officers’ cl 


and by the base 


change. 


Spirituous liquors 
obtained from 
tillers by the cen 
locker officer. 


is obtained 


noncommis- 


ubs 
ex- 


are 
dis- 
tral 


Beer 
from | 


local distributors by | 
sublocker officers | 
ex- | 


and the 
change. 


post 


Liquor and beer pur- 
chased by commis- 
sioned officers’ mess 


(open) and the c 


hief 


petty officers’ mess 


(open) from dis 
ers and wholesal 
Navy exchange f 
chases beer 
brewers and dist 
utors 

sioned 
mess (closed), 
cated in 

premises in 
delphia, 
liquor from 


liquor store, 


till- 
ers. 
yur- 
rib- 


lo- 


leased 
Phila- | 
purchases 
the 
Pennsylvania State | 
This | 


mess purchases beer 


from  distribut 


The Marine Corps | 


exchange beer 
also purchases t 


ors. 


bar 
eer 


from distributors. 


Purchases of liq 


uor 


and beer are made 


from 


licensed dis- 


tributors by treas- 
urers of the commis- 
sioned officers’ and | 
chief petty officers’ | 


messes. Beer for 


the 


enlisted men’s club 


is obtained 


from 


local distributors on 
purchase order form | 
prepared by the ci- | 


vilian manager 
the club. 


of 


from | 


Commis- | 
officers 


Method by which alcoholic 


beverages are dispensed 


Liquor, other than beer, 
is dispensed 
through the 
and 
officers’ clubs by 
drink and there are no 
bottle sales. Beer is sold 
at the exchange. 


officers’ 


Liquor is dispensed at the 
officers’ and 
missioned 
clubs. 


officers’ 


Bar sales by means of chit | 


books are for consump- 


tion on mess premises | 


at the officers’ mess 
(open). A package liq- 
uor store is operated by 


this mess, sales limited | 
5 gallons | 
each. Sales at the chief | 
mess | 
(open) are by the drink. | 


to less than 


petty officers’ 
At the closed mess in 
leased premises sales are 
for consumption on 
premises only. 


Bar and package sales are 


made at the officers’ 
mess and chief petty 
officers’ mess. A pack- 
age store is located at the 
Naval War College, and 
operated as a branch of 
the commissioned of- 
ficers’ mess. Beer only 
is sold at the enlisted 
men’s club and at the 
Navy exchange. 


only | 


noncommissioned | 
the | 


noncom- | 





Patrons 


Serving of drinks limited 
to club members and | 
their guests. Beer sold 
by the bottle at the ex- 
change cafeteria. Bulk 
sales of beer are limited 
to military personne] 
having commissary priv- 
ileges. | 


Only mess members 
entitled to participate 
are permitted to be- 
come members of the 
sublocker system, 


Sales at the commissioned 


officers’ mess (open), | 
the chief petty officers’ | 
mess (open) and the 
commissioned officers’ 
mess (closed) are limited | 
to members, but guests 
may be served. At the 
Navy exchange beer 
hall sales are made only 
to active-duty person- 
nel of the Navy in uni- 
form, At the Marine 
Corps exchange beer bar 
sales over the bar are 
made to military per- 
sonnel on active duty. 


Regular members of the 


officers’ mess have all 
privileges, including 
right to bring in a rea- 
sonable number of 
guests. Associate mem- 
bers do not have the 
right to purchase pack- | 
aged liquor and are lim- 
ited to 4 guests. As- 
sociate members of 
chief petty officers’ mess 
do not have privilege of 
es packaged 
iquor, 
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Exurpir No. 4—Continued 


beverages at Federal establishments—Continued 


Impact on State or local tax 
structure 


Loss of revenue to State based 
on operations in the Ist 
quarter of 1953 computed at 
approximately $7,500 per 
annum. Exemption from 
State taxes is by law. 


Sommonwealth of Pennsyl- 


vania exempts all alcoholic | 


beverages from payment of 
taxes on purchases and sales 


on land ceded to the United | 


States. Carlisle Barracks 
was ceded to the United 
States in 1937. State losses 
of revenue from sales other 
than through State stores 
estimated at $29,000 per year. 
Yommonwealth of Pennsyl- 
vania exempts all alcoholic 
beverages from payment of 
taxes on purchases and sales 
on land ceded to the United 
States. 
naval base was ceded to the 
United States in 1827. 


| Exemption from State tax is | 
granted on an administra- 
tive ruling of the liquor con- 


trol administration. For 
past tax year (to Dec. 31, 
1952) tax loss on liquor and 
wine amounted to $37,666.60 
and $8,158.18 on beer. Li- 
cense fees range from $300 
to $1,500 per year, but ex- 
emption was granted to mil- 
itary installations by the 
State of Rhode Island. 


The United States | 





Extent of Government-paid 
personnel utilized in opera- 
tion of liquor-dispensing 
activity 


Pay and allowances of 1 officer 
and 4 airmen assigned to 
elub operations approxi- 
mate $1,200 per month. 
Their duties cover all club 
activities and are not con- 
fined to 
beverage dispensing activi- 
ties. 


Estimated cost to United 
States of operation of 
alcoholie-dispensing activi- 
ties is $114 per month. 


2 officers 
time in 


are engaged part 
liquor-dispensing 


activities at the chief petty | 


officers’ mess and the com- 
missioned _ officers’ 
(closed). Estimated cost to 


the United States is approxi- | 


mately $132 per month. 


Employees are paid from non- 


appropriated funds. Mess 
treasurers are paid from ap- 
propriated funds, but the 
extent of their time devoted 
to liquor-dispensing activi- 
ties does not appear to be 
substantial. 


management of | 


mess | 


General remarks 


Figures on cost of purchases 
and amount of sales show 
that operations are rather 
extensive. 


Large membership in the 
messes and extensive sales 
were noted. 


Report 
sub- 
number 


SE-l 


NY-1 
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Exursit No. 4—Continued 


Abstract of reports covering survey of sale of alcoholic 





Name of State and 
installation 


Channels through 
which alcoholic 
stocks are obtained 


South Carolina: In- 


fantry Training Cen- 
Fort Jackson, 


ter, 
8.C 


Texas: 
Bergstrom Air 
Force Base, Aus- 
tin, Tex. 


Carswell Air Force 
Base, Fort Worth, | 


Tex. 


Kelly Air 
Base, San 
tonio, Tex. 


U. 8S. Naval 
Station, 
Tex, 


Air 
Dallas, 


Force 
An- | 





Spirituous liquors are 
obtained by the cen- 
tral-locker _ officer 
from wholesalers in 
Columbia, 8. C., 
and nationally 
known distillers. 


Stocks are obtained 
by managers of the 
commissioned offi- 
cers’ and noncomis- 
sioned officers’ 
messes from local 
distributors. 


Stocks are bought by 
managers of the com- 
missioned officers’ 
mess and the non- 
eemmissioned offi- 
cers’ mess from local 
distributors. 


Purchases are made 
from 


designated individ- 
uals connected with 
messes or clubs. 


Liquors and beer are 
obtained through 
mess funds from 
local distributors. 


wholesalers | 
and distributors by | 





Method by which alcoholic 
beverages are dispensed 


Two sublockers are or- 
ganized com d of 
members of Fort Jack- 
son officers’ open mess 
and Fort Jackson non- 
commissioned officers’ 
open mess, with retail 
(by drink) distribution 
through 11 outlets 
(bars). Case lots are 
obtained by the central- 
locker officer for indi- 
viduals and sublockers. 
Liquor may also be pro- 
cured for the purpose of 
an organized and spon- 
sored party, to be dis- 
pen to members of a 
unit and guests without 
charge. 


Bar sales of liquor and 
beer are made at open 
messes of officers and 
noncommissioned offi- 
cers. Bottle sales are 
made at package stores 
of the 2 messes. Beer 
is sold by the base ex- 
change. 

Bar sales are made at 
messes of officers 
and noncommissioned 
officers. Bottle sales 
are made by package 
stores of the 2 messes. 
Beer is sold by the base 
exchange. 


Packaged goods are sold | 
commissioned | 


at 


officers’ and noncom- 


missioned officers’ clubs. | 


Mixed drinks, wine, 
and beer are dispensed 
over bars at these clubs. 
The civilian club and 
the base exchange sells 
beer. 


Bottle and bar sales of | 


liquor and beer are 
made at the commis- 
sioned officers’ open 
mess and the chief petty 
officers’ open mess. 
Beer is sold at the en- 
listed men’s club. 





Members of sublockers, 
and they may furnish 
drinks to their guests. 
Bartenders are respon- 
sible for identification 
of members. 


Bottle sales are made only 
to members of messes. | 
Bar sales are made to 
members and their 
guests. 


Bottle sales are made to | 
members of the messes. | 
Sales over the bar are 
made to members and | 
their guests. | 


Bottle sales at officers’ 
club limited to commis- | 
sioned military person- 
nel, or their dependents | 
(identified). At the | 
noncommissioned  offi- 
cers’ club sales are made | 
to members assigned to 
the installation. Bar 
sales at the officers’ 
club are limited to offi- 
cers, dependents (iden- 
tified), and their guests. 
At the noncom-| 
sioned officers’ club 
sales are limited to mem- | 
bers, dependents, and 
accompanied guests. | 
At the civilian club 
sales of commercial beer 
are limited to members | 
and guests. Beer (3.2 

reent) is sold in case | 
lots to members of the | 
military service having | 
exchange privileges. | 

Bottle sales are made to | 
members on active duty 
or retired personnel. 
Sales over the bar are | 
made to members and 
guests in their com- 
pany. 
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Exursit No. 4—Continued 


beverages at Federal establishments—Continued 


Impact on State or local tax 
structure 


State and local taxes are not 
paid. ‘Tax-exemption certi- 
ficates are issued by the 
central-locker officer for 
purchases in South Caro- 
lina. State tax on liquor 
retailed is $9.16 per case, 
with annual permit fee of 
$500 and $5 sales and use tax 
for each liquor dealer. Rec- 
ords show purchase of 1,443 
cases during months of 
April, May, and June, 1953. 


State taxes, paid by whole- 
salers, are passed on to mil- 
itary clubs as part of the bill- 
ing. Annual State, county, 
or city license fees are not 
paid, This would approxi- 
mate $1,100 per annum. 


| State taxes, paid by distrib- 
| wutors, are passed on to mili- 
tary clubs as part of the bill- 
ing. Annual State, county, 
or city license fees, which 
would approximate $1,100, 
are not paid. 


| State taxes are included in 
the cost of the dispensing 
activity. State, city, and 
county licenses, which 
would cost approximately 
$630 annually, are not paid. 





| State taxes, paid by distrib- 
utors, are passed on to the 
clubs as part of the billing. 
Annual State, county, or 
city license fees, which 





are not paid, 








would approximate $1,100, | 


Extent of Government-paid 


personnel utilized in opera- 
tion of liquor<lispensing 
activity 


General remarks 


2 enlisted men are used full The commanding general ex- 


time and 1 officer part time 
for operation of the central 
locker and 1 officer and 1 
enlisted man are used part 
time for the sublockers. Es- 
timated monthly cost is 
$786. 





pressed the thought that if 
military personnel are to 
rocure and consume alco- 
olic beverages, it would be 
preferable that it be done 
under supervision, 


Bottles of liquor are stamped 
as received in the messes in- 
dicating “‘Airmen”’ or ‘‘Of- 
ficer personnel,’ and that 
such liquor is “‘Not for re- 
sale.”’ 


Bottled liquor sold at mark- 
up of approximately 20 per- 
cent. Prices are comparable 
with prices charged by com- 
mercial dealers in San An- 
tonio area. 


NO-8 


NO-7 
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Exuisrr No. 4—Continued 


Abstract of reports covering survey of sale of alcoholic 


Channels through 
which alcoholic | 
stocks are obtained 


Name of State and 
installation 


Texas— Continued 

U. 8. Naval Air } Purchases are made 
Station and aux- | from distributors | 
iliary stations, and wholesalers by 
Corpus Christi, | club officers and | 
Kingsville, and managers. 
Cabaniss Field, 
Tex. 


Utah: Utah General 
Hospital, Depart- 
ment of the Army, 
Ogden, Utah 


Spirituous liquors are 
obtained by the 
locker fund officer 
from distillers and 
distributors. 


Virginia: 
Quartermaster 
Training Com- 
mand, Depart- 
ment of the 
Army, Fort Lee, 
Petersburg, Va. 


Spirituous liquors ob- 
tained by central 
locker officer from 
distillers and dis- 
tributors. 


Department of the | 
Army, Fort} 
Myer, Va. 


Purchases are usually 
made from distillers 
by the liquor con- | 
trol officer with de- 
posits of $10 each 
from members of 
bottle clubs, com- | 
posed of members of 
officers’ and non- 
commissioned offi- 
cers’ clubs. 

Spirituous liquors are 
obtained from dis- 
tillers through com- 
missioned officers’ 
and noncommis- 
sioned officers’ 
locker funds. Beer 
is obtained from 
local wholesalers by 
the 2 messes and the 
post exchange. 


Department of the | 
Army, Fort 
Story, Va. 





Method by which alcoholic | 


beverages are dispensed 


Beverages are sold 
through package stores 
and by the drink over 
the bar. Clubs for en- 
listed personnel are per- 
mitted to sell beer and 
ale. 
beer and ale. 


Officers’ mess is sole out- 
let. Sales are made at 
bar and by bottle. 


At bars in officers’ mess 


| 


Exchanges also sell | 


and noncommissioned of- | 


ficers’ mess, operated 
through sublockers. 


Bottles only are dispensed 
through purchases of 
chit books (usually for 
$5) with which pur- 
chasers pay the liquor 
control officer for the 
value of the bottle. 


Package sales, as well as 
sales at bar, are made. 





Patrons 


Package sales limited to 
active and retired naval 
officers and officer candi 
dates at officers’ clubs 
At chief petty officers 
clubs package sales are 
made to active and re- 
tired chief petty officers 
and equivalent rank of 
other armed services 
Bars are open to other 
classes such as Reserve 
officers, Waves, and 
guests of authorized 
patrons 

Bottle and case-lot 
are made only to men 
bers of locker fund 
Bar sales are restricted 
to members of locker 
fund; it was intimated 
that guests are permit- 
ted to pay for drinks 
when in company of 
members. 


sales 


Members of sublockers 
and guests. Central 
locker officer may mak: 
purchases for individual 
officers, noncommis- 
sioned officers of three 
top grades, not quar- 
tered in barracks, and 
civilians living on post, 
for their own use in their 
quarters. 

Transactions are with 
members of the bottle 
clubs, who are neces- 
sarily members of the 
officers’ and noncom- 
missioned officers’ clubs. 


Sales of liquor are made to 
officers and noncommis- 
sioned officers who are 
members of the locker 
funds. Guests may be 
served. Beer is sold in 
the messes to members 
of the messes, guests, 
dependents, and visiting 
yersonnel. Beer is sold | 

y the post exchange 
through 2 outlets and 
by the case to patrons of 
the exchange at the gas | 
station. ' 
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Exuisit No. 4 


beverages at Federal establishments—Continued 


Impact on State or local tax 
structure 


State taxes, paid by whole- 
salers, are passed on to clubs 
as part of the billing. State 


and county or city license | 


fees, which would approxi- 
mate $2,200 per annum, are 
not paid. 


State loses revenue since pur- | 


chases are not made through 
State liquor stores or pack- 
age agencies which sales are 
made at 55 percent markup 


on liquors and 45 percent | 


markup on wines. State 


authorities claim no jurisdic- | 


tion over sales of liquor on 
military installations. 


State authorities contacted, 


stated that sales on Govern- | 


ment reservations located in 
Virginia were out of their 


jurisdiction, and while they | 


lost the revenue, there was 


nothing they could do about | 


Revenue to State apparently 
lost through purchases not 
being made from State liq- 
uor stores. 


| State excise taxes on beer and 


license fees are not exacted. | 


Approximate amount is 
$9,000 perannum. Revenue 
is also lost through purchase 


of liquor from other than | 


State stores. 


| Extent of Government-paid | 


personnel utilized in opera- 
tion of liquor-dispensing 
activity 


It was found that 1 enlisted 
man was used by 1 club al- 
most full time contrary to 
regulations. In all 
cases club employees are 
paid from nonappropriated 
funds. 


Locker fund officer estimated 
that he devotes about 2 
hours a day to such duties. 


3 officers engaged, part time 
(not considerable) on duties 
involved in liquor dispens- 
ing activities. 


The locker fund officer at the 
commissioned officers’ mess | 


estimated that he spent 
about 75 percent of his time 
in connection with the 
locker fund activities. 


Continued 


Report 
sub- 
number 


General remarks 


other | 


Profits generated through liq- 
uor-dispensing activities are 
used to help defray operat- 
ing expenses of officers’ mess. 


| System organized early in | 
1953. Prior thereto indi- 

viduals purchased their own 
| liquor directly and had it 
| stored at the officers’ club. 
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Exuisit No. 4—Continued 


Abstract of reports covering survey of sale of alcoholic 





Name of State and 
installation 


Virginia—Continued 
Quartermaster De- 
pot, Department 
of the Army, 
Richmond, Va. 


| 
Norfolk Naval | Spirituous liquors are 


Shipyard, Ports- 
mouth, Va. 


U. S. Naval Am- 
hibious Base, 
sittle Creek, 
Norfolk, Va. 


U. 8. Naval Sta- 
tion, Naval Base, 
Norfolk, Va. 


| Channels 


through 


which alcoholic 
stocks are obtained 


| Method by which aleoholic 


beverages are dispensed 











Spirituous liquors | Served at bar of offcers’ 


bought by locker 
officer from distill- 
ers and distributors, | 


obtained by the of- 
ficers’ club from dis- 
tillers. Beer is ob- 
tained from local 
wholesalers. 


Liquors are purchased 
from distillers and 
beer is purchased 
from h distribu- 
tors for use of the 
several clubs and 
other beverage-dis- 
pensing activities. 





Spirituous liquors for 
3 officers’ clubs and 
the chief petty offi- 
cers’ club are pur- 
chased from distil- 
lers, Navy exchange 

urchases beer from 
rewers. The clubs 
= beer from 
ocal distributors; 
in some instances 1 
club may obtain 
beer from the ex- 
change. 


Spirituous 


mess by drink or sold 
by the bottle. 


liquors and 
beer sold at officers’ club 
through retail package 
store and bar. Navy 
exchange sells beer by 
the case. 3 beer bars 
are operated through 
Navy exchange and Ma- 
rine Corps exchange, 2 
of which also make bulk 
sales. 


Retail package stores are 


operated by the com- 
missioned and_ chief 

tty officers’ messes. 

he commissioned offi- 
cers’ messes operate 3 
general bars and a beer 
bar. The chief petty 
officers’ club operates 2 
general bars. Beer 
package stores are oper- 
ated by the chief petty 
officers’ mess and the 
Navy exchange. 5 beer 
bars are 0 ted by the 
Navy exc ge. 


The officers’ messes oper- 


ate a package store and 3 
general bars. The chief 
petty officers’ mess oper- 
ate a package store snd a 
bar. In addition offi- 
cers’ messes operate 2 
beer bars. The Navy 
exchange and enlisted 
men’s club have 1 outlet 
for off premises con- 
sumption of beer and 6 
beer bars. 





Patrons 


Members of the locker 
system who are mem- 
bers of the officers’ mess. 
Locker officer may ob- 
tain liquor for a spon- 
sored party and for in- 
dividual officers who 
are members of the 
locker system for use 
in their own quarters. 
Civilians, recommended 
by 2 officers, may be in- 
cluded as members. 
Noncommissioned _ offi- 
cers are included since 
there is no noncommis- 
sioned officers’ mess at 
the depot. Deposit of 
at least $15 is required 
of locker members. 


Active, retired, and Re- 
serve officers are patrons 
of the officers’ club. Re- 
serve officers do not 
have privilege of pack- 
age store. Beer sales at 
exchange bars are made 
to active, retired, and 
Fleet Reserve person- 
nel and their depend- 
ents. Navy exchange | 
sells to Navy exchange 
patrons. 


Packaged liquor and beer 
by the case are sold to 
officers, active and re- 
tired. Bar sales are 
made to officers, active, 
retired, and Reserve, 
their dependents and 
guests. Packaged liq- | 
uor is sold by the chief | 
petty officers’ mess to 
chief petty officers and | 
equivalent rank in other 
branches, active and re- 
tired. Bar sales may be 
made to guests. Navy 
exchange activities 
make case sales to mili- 
tary personnel and de- 
pendents having 
change privileges. Ex- 
change bar sales may be 
made to guests. 

Package sales are made to 
officers on active duty. 
At the chief petty offi- 
cers’ club package sales | 
are made to chief petty 
officers and equivalent 
rank in other branches, 
active and_ retired. 
Guests permitted at 
bars. Purchaser is nor- 
mally required to iden- 
tify himself. 





ex: | 
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Exuisit No. 4—Continued 


beverages at Federal establishments—Continued 





Impact on State or local tax 
structure 


Revenue is lost to the State 
through purchase of liquors 
from other than State stores. 


Loss of revenue to State and 
city of Portsmouth on ac- 
count of nonecollection of 
taxes on beer and beer li- 
cense fees approximate 
$18,000 per year. Addi- 
tional revenue to the State 
is lost through purchase of 
liquors not being made 
through State stores. 


| Estimated annual loss to State 
due to noncollection of taxes 
on beer and license fees 
approximate $23,000. Addi- 
tional revenue is lost to the 
State through purchase of 
liquor not being made 
through State-operated 
stores, 


| Estimated loss of revenue to 
State and local government 
due to noncollection of taxes 
on beer and license approxi- 
mate $113,000 annually. 
Additional revenue is lost to 
the State through purchases 
of spirituous liquors not 
being made from State 
stores. 


Extent of Government-paid 
personnel utilized in opera- 
tion of liquor-dispensing 
activity 


Approximately 1 hour per day 
is spent by locker officer on 
beverage activities. 


Small percentage of time of 
mess treasurer (officers’ 
club), Navy exchange offi- 
cer and Marine Corps ex- 
change officer spent in gen- 
eral operation of beverage 
dispensing activities. One 
Marine (Pfe.) has assigned 
duty of supervising cleaning 
by prisoners of Marine 
Corps exchange tavern and 
occasionally by 2 other en- 
listed men who work 4 to 6 
hours daily during regular 
duty hours on the cleaning 
detail, 

Officers and enlisted men are 
engaged in operation of the 
messes and exchange. 
Amount of time engaged in 
handling alcoholic beverages 
was not readily determina- 
ble. 1 enlisted man oper- 
ates a bar located in a closed 
mess; it was claimed that 
this man served his normal 
military watch at the same 
time. 


| Several officers and a number 
of enlisted men devote their 
time to mess and exchange 
activities, but the time these 
ment spend in actual hand- 
ling of alcoholic beverages 
was not readily determin- 
able. 








General remarks 


Extensive operations shown 
aes $500,000 annu- 
ally. 


sub- 


number 


| WN-11 
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Name of State and 
installation 


Washington 
McChord 
Force 
Wash. 


Air 
Base, 


Department of the 
Army, Fort Law- 
ton, Wash. 


NOTE 


Exuisit No. 4—Continued 


Abstract of reports covering survey of sales of alcoholic 


Channels through 
which alcoholic 
stocks are obtained 


Purchases of liquor are 
made by the officers’ 
and noncommis- 
sioned officers’ clubs 
from wholesalers. 
Beer is purchased 
from wholesale deal- 
ers by the 2 clubs 
and the base ex- 
change. 


Liquor is obtained 


from liquor dealers 


through the officers’ 
and noncommis- 
sioned officers’ open 
mess locker fund, as 
agent for members. 


Of the established 


Method by which alcoholic 


beverages are dispensed 


Patrons 





Liquor is sold by the drink | 


at the officers’ and the 
noncommissioned  offi- 
cers’ clubs. Beer is sold 
at the exchange cafeteria. 


mem- 
ber types. (See next | 
column.) Type A mem- | 
bers may purchase from 
the package store or over 
the bar; types B and C 
may withdraw bever- 
ages only by the drink. 


| Type A 





Members of the officers’ 
and the noncommis 
sioned officers’ clubs and 
they may have guests 
Usually no check is 
made as to identifica- 
tion. Persons entitled 
to exchange privileges 
may buy beer by the 
bottle at the base ex- 
change cafeteria, but 
bulk sales are restricted 
to military personnel 
having commissary 
privileges. 

members are 

active members of the 

messes, commissioned 

officers having made a 

deposit of $10 and non- 

commissioned officers, 
$5; type B are honorary 
members of the messes, 
commissioned officers 
having deposited $2, and 

noncoms, $5; type C 

members are associate 

members of the messes, 
having a deposit of $1 
with the locker fund 

Drinks may be obtained 

for guests. 





Other than payments made to enlisted personnel for services rendered to the various clubs out- 


side of their regular duty hours, no instances were found of personal profit accruing to any individual through 
operations of beverage dispensing activities 
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Exuisit No. 4—Continued 


beverages at Federal establishments—Continued 


Impact on State or loca} tax 
structure 


| 

Estimated annual loss of rev- 
enue to the State on liquor, | 
Clubs | 


$39,000, beer, $1,810. 
do not pay license fees which 
would cost $300 per annum. 


| Extent of Government-paid | 


personnel utilized in opera- 
tion of 
activity 


Pay and allowances of Air | 


Force personne] utilized in 
liquor dispensing and re- 
lated administrative activ- 
ities isapproximately $19,000 


liquor-dispensing | 


General remarks 


Sheriff's office, Pierce County, 
has seized on raids of night 
clubs in Tacoma, liquor and 
beer traceable to the base. 


Report 
sub- 
number 


SE-3 


per annum, 


Loss of revenue to the State is 
approximately $42,000 per | 
annum. This is based on 
sales not being made through | 
State stores and noncollec- | 
tion of license and permit | 


fees. 


2 officers and 2 enlisted men 
are utilized part time in the | 
liquor dispensing activities. | 
Estimated annual cost is 
$5,800. 


Exurpit No. 5 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152-SF-1 


INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES AT 
Corps Arr Station, Ex Toro (Santa Ana), CALir, 


MARINE 


A survey of the sale of alcoholic beverages has been made at the Marine Corps 
Air Station, El Toro (Santa Ana), Calif. 

The manager or assistant manager at each of the following organizations has 
been delegated authority in writing by the commanding officer of the Marine 
Corps Air Station, El Toro, to make purchases of alcoholic beverage stocks: 

Commissioned officers’ mess (closed) 
Staff noncommissioned officers’ club 
Enlisted men’s club 

Alcoholic beverage stocks are obtained from wholesalers in the cities of Los 
Angeles, Long Beach, and Santa Ana, Calif. Orders are given to salesmen in 
person or placed by telephone direct to the wholesalers. Deliveries are accom- 
plished by either the wholesaler’s trucks or by common carrier. 

rhe enlisted men’s club is permitted to sell only 3.2 percent beer (considered 
to be nonalcoholic) by the drink over the bar for consumption on the premises. 
No packaged beer is sold at the enlisted men’s club. The other two organizations 
sell distilled, fermented, and malt liquors by the drink over bars and in package 
form. 

Sales of alcoholic beverages can be made to station personnel members, guest 
members, dependents of members, and others. Members, guest members, and 
dependents of members may introduce guests to their respective clubs provided 
they are registered in the guest log as a guest of the member. Persons visiting 
the reservation may purchase alcoholic beverages only as a guest of a member. 
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Only members and dependents of officer members may purchase packaged 
alcoholic beverages. All others are restricted to purchase of drinks over the bar. 

Liquor division, State board of equalization, and the assessor's office, county of 
Orange, both located in Santa Ana, were visited to ascertain the various licenses. 
fees, and assessments that would accrue to these taxing agencies if the alcoholic 
beverages now dispensed at the Marine Corps air station were sold in an unincor- 
porated area of Orange County outside the Government reservation. 

The adverse impact on the State of California and Orange County tax structure 
by exemption of the clubs from payment of taxes, dealers’ permits, and licenses 
would amount to $14,912 fora year. This amount, broken down by clubs, consists 
of the following items: 


Commissioned officers’ mess (closed) 


STATE OF CALIFORNIA 


State board of equalization on sale general license for cocktail bar in Per annum 
unincorporated areas (no restrictions as to amount of sales) $325. 00 
State board of equalization license for packaged alcoholic beverages 
(distilled, fermented, and malt liquors), sales, Apr. 1, 1952, to Mar. 
31, 1953, $175,031.75: 
Distilled, fermented, and malt liquor license 
Distilled liquors sold in excess of $10,000 ($155,632 ') 
State board of equalization sales tax permit for the cocktail bar and 
package store 
3-percent sales tax on sales, Apr. 1, 1952, to Mar. 31, 1953: 


Sales Amount of tar 


Cocktail bar $75, 217. 90 $2, 256. 54 
Package store 175, 031. 75 5, 250. 95 


Total 250, 249. 65 7, 507. 49 


Total, State of California 


ORANGE COUNTY 


Value of bar fixtures and furniture pertinent to the sale of alcoholic 
beverages, $2,786.15. Assessed value is computed at approxi- 
mately 40 percent of book value as determined by the county as- 
sessor’s office: $2,786.15 X40 percent ($1,114.46) X $3.4652 per $100 
of assessed value as of Mar. 31, 1953 

Inventory value of unsecured personal property (alcoholic beverages) : 


Inventory value 


Cocktail bar $3, 750. 18 
Package store 16, 124. 53 


Total _ - -- 19, 874. 71 

Assessed value is computed at approximately 40 percent of 
inventory value as determined by the county assessor’s office: 
$19,874.71X40 percent ($7,949.88) X$3.2172 per $100 of 
assessed value as of Mar. 31, 1953 


Total, Orange County 294. 38 


Grand total, commissioned officers’ mess (closed) 8, 877. 87 
1 ens by lst Lt. T. P. Duffy, assistant to the officer in charge of the commissioned officers’ mess 
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Staff noncommissioned officers’ club 
STATE OF CALIFORNIA 


State board of equalization on sale general license for cocktail bar in Per annum 
unincorporated areas (no restrictions as to amount of sales) $325. 00 
State board of equalization license for packaged alcoholic beverages 
(distilled, fermented, and malt liquors) sales, Apr. 4, 1952, to 
Mar. 31, 1953, $53,416.08: 
Distilled, fermented, and malt liquor license 
Distilled liquors sold in exeess of $10,000, $38,074 !__- 
State board of equalization sales tax permit for the cocktail bar and 
package store 


3-percent sales tax on sales April 1, 1952 to March 31, 1953: 


Sales Amount of tax 
Cocktail bar : $78, 898, 96 $2, 366. 97 
Package store 53, 416. 08 1, 602. 48 





3, 969.45 3, 969. 45 


Total 132, 315. 04 


Total, State of California 4, 795. 45 


ORANGE COUNTY 


Value of bar fixtures and furniture pertinent to the sale of alcoholic 

beverages, $10,104.87. Assessed value is computed at approxi- 

mately 40 percent of book value as determined by the county 

assessor’s office. $10,104.8740 percent ($4,041.95) X$3.4652 per 

$100 of assessed value as of March 31, 1953___......___--.--___- 140. 06 
Inventory value of unsecured personal property (alcoholic beverages) : 


Inventory value 
Cocktail bar $1, 748. 80 
icici sak aac aie tail pith ab ihe seaeictigmi edna iat ie 5, 839. 59 


7, 588. 39 


Assessed value is computed at approximately 40 percent of inventory 
value as determined by the county assessor’s office. $7,588.39 
40 percent ($3,035.36) X$3.2172 per $100 of assessed value as of 
March 31, 1953 7. 65 


Total, Orange County 37. 71 


Grand Total, Staff, Noncommissioned Officers’ Club 5, 033. 16 


Sa 


1 Estimated by Sgt. Richard E. Dawson, assistant manager, NCO club. Sergeant Dawson purchases 
all liquors and is supervisor of the package store. 


Enlisted Men’s Club 
STATE OF CALIFORNIA 


State Board of Equalization on sale general license for cocktail bar in 
unincorporated areas. Beer sales only. (No restrictions as to Perannum 
amount of sales) 

State Board of Equalization sales tax permit 

3% sales tax on sales of $28,737.15 from 4—1—52 to 3-31-53 


Total State of California 
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Enlisted Men’s Club—Continued 
ORANGE COUNTY 


Value of bar fixtures and furniture pertinent to the sale of alcoholic 
beverages $6,209.94. Assessed value is computed at approximately 
40% of book value as determined by the county assessor’s office. 
$6,209.94 X 40% ($2,483.98) X $3.4652 per $100 of assessed value as = Per annum 
of March 31, 1953 4 ad pivlid $86. 07 
Inventory value of unsecured personal property (alcoholic beverages) 
$2,119.96 as of March 31, 1953. Assessed value is computed at 
approximately 40% of inventory value as determined by the county 
assessor’s office. $2,119.9640% ($847.98) X$3.2172 per $100 of 
assessed value as of March 31, 1953 


Total Orange County - --- 


Grand total Enlisted Men’s Club 


In addition to the above-listed taxes, dealers’ permits and licenses, each organi- 
zation is required by law to pay taxes to the Bureau of Internal Revenue. Since 
the three organizations at the Marine Corps Air Station have purchased their 
individual Federal tax stamps for the malt and liquor beverage operations for the 
current fiscal year, such taxes are not taken into consideration in this report. 

The annual cost to the Government for utilization of enlisted or officer personnel 
on Government time in the management and general operation of the alcoholic 
beverage dispensing activities is $35,280. This cost consists only of pay and 
allowances of military personnel and salary of the auditor. It does not includ 
value of quarters and food furnished enlisted men residing on the station. The 
cost broken down by clubs is as follows: 


Commissioned officers’ mess (closed) 
Month 
Officer personnel___- . : $443 
Enlisted personnel J : ; 704 
Area auditor accounting costs ; % 56 


Total_ -_- ' stn : eo 1, 203 
Annual cost___-- ; jaliadnatlnesttntht aa i aA acai niin Eas Si 14, 436 


Three officers devote approximately one-third of Government time each month 
to the alcoholic beverage dispensing activities. Four sergeants are engaged in 
duties in connection with either the cocktail bar or package store on Government 
time. The accounting costs of the area auditor were prorated on an hourly basis 
for salaries of all employees. The hourly rate was multiplied by the estimated 
time devoted to the audit of alcoholic beverages. 


Staff noncommissioned officers’ club 
Month 
Enlisted personnel 
Area auditor accounting costs 


Total_ _-_ 
Annual cost. _- 


One master sergeant and one staff sergeant each devote approximately two- 
thirds of their time each month to the alcoholic beverage dispensing activities on 
Government time. Four additional enlisted men devote full Government time 
in connection with these activities. The area auditor’s costs were computed in 
the manner shown for the commissioned officers’ mess (closed). 


Enlisted men’s club 
Month 
Enlisted personnel 
Area auditor accounting costs 


Total 
Annual cost 
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Three enlisted men devote their full Government time in connection with alco- 
holic beverage activities. The area auditor’s costs were computed in the manner 
shown for the commissioned officers’ mess (closed). 

No Federal officer or employee improperly benefits from the alcoholic beverage 
lispensing activities at the Marine Corps Air Station. Invoices, covering pur- 
chases of alcoholic beverages, are submitted by the dealers to the respective clubs 
and are paid by the clubs by check. There are no cash transactions. 

Authority for the sale of alcoholic beverages on the military reservation for the 
staff noncommissioned officers’ club and the enlisted men’s club are submitted 
herewith.! 2. Authority for the sale of alcoholic beverages in the commissioned 

fficers’ mess (closed) could not be located. This authority was reported to have 
been received by the station prior to the receipt of Marine Corps General Order 
No. 124, dated March 23, 1953.2 It is believed that the authority was included 
with other records retired, due to age, at the Naval Records Management Center, 
San Bruno, Calif. An attempt is being made to have the letter of authority 
located at the Naval Records Management Center. 


HEADQUARTERS U.S. MARINE Corps 


WASHINGTON 
Aveust 27, 1948. 
From: Commandant of the Marine Corps. 
lo: Commanding Officer, Marine Corps Air Station, El Toro (Santa Ana), 

California, 

Subject: Sale, possession and use of alcoholic liquor in Staff Non-commissioned 

Otficers’ Club, permission for. 

Reference: (a) Your ltr to Cme, Ser 1756-14, dtd 30Jul48. 
(b) CMC ltr to All CO’s, dtd 29Jun48. 
(c) Letter of Instruction No. 1579. 

1. Reference (a), requesting authority for the sale, possession and use of 
alcoholic liquor in the Staff Non-commissioned Officers’ Club, under your com- 
mand, is acknowledged. 

2. Authority is hereby granted for the sale, possession and use of alcoholic 
iquor for drinking purposes in the Staff Noncommissioned Officers’ Club, Marine 
Corps Air Station, El Toro (Santa Ana), California. This authority is extended 
to include the sale of package liquor for off station consumption. 

3. The Staff Non-commissioned Officers’ Club, Marine Corps Air Station, 
Kl Toro (Santa Ana), California, will be operated and administered in confor- 
mance with the provisions of reference (b) and (c). Please exercise such super- 
vision as is necessary to insure compliance with these regulations. 

OuIvER P,. Smiru, Acting. 


Copy to: Inspector General, Marine Corps; Comdt., 11th Naval District; 
OG, Ist Marine Aircraft Wing; Area Auditor, USMCAS, El Toro (Santa Ana), 
Calif. 


DEPARTMENT OF THE NAVY 
HEADQUARTERS UNITED States MARINE Corps 


WASHINGTON 25, D. C. 
Marcu 25, 1953. 
MARINE CORPS GENERAL ORDER 
NUMBER 124 


Ref: (a) SeeNav ltr Ser 3193P21 of 28 Jul 1947 to CMC 
(b) Navy Department GenOrd No. 15 of 4 Nov 1948 
(c) Article 1269, Navy Regulations 


\Auconouic BEVERAGES 


1. Reference (a) defines alcoholic beverages to be all beverages containing in 
excess of 3.2 per centum of alcohol by weight. The term “alcoholic beverages’’ 
when referred to in this General Order shall include beer, ale, wine, whiskey, rum, 
gin, and all similar fermented or distilled beverages. 


Exhibit 1. 
? Exhibit 2, 


35810—54—pt. 3———-23 
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2. The possession and use of alcoholic beverages for beverage purposes wit} 


shore activities under naval jurisdiction are authorized in officers’ quarter 
publie quarters, other than barracks, assigned to enlisted personnel and ci 
employee : 


~ a 


1G 


3. a. The sale and consumption of beer and ale of regular commercial streng 
is authorized in all Marine Corps exchanges and authorized clubs and 1 

b. The sale of beer and ale of regular commercial strength in case | r 
off-station consumption is authorized at Marine Corps exchanges to servic 
personnel, active and retired, and their dependents. 

1. The sale and consumption of alcoholic beverages, when approved by th 
Commandant of the Marine Corps, is authorized in: 

a. Officers’ Messes and Staff Noncommissioned Officers’ Clubs. 

b, Enlisted clubs and other recreation centers of enlisted personnel and civilia) 
employees beyond the continental limits of the United States. 

5. Packages sales of alcoholic beverages in addition to beer and ale of regula; 
commercial strength, for off-station consumption are authorized in clubs and 
messes to the following: 

a. Officers of the regular establishment of the Marine Corps. 

b. Officers of the Marine Corps Reserve on active duty for a period of mo 
than three days. 

c. Officers of the Marine Corps, Navy, Marine Corps Reserve, and Nava 
Reserve on the retired list 

d. Officers of other branches of the United States Armed Forces and foreig; 
governments on active duty or retired list when authorized by the commanding 
officer. 

e. In addition, such sales are authorized to the following within the continenta 
limits of the United States when authorized by the Commandant of the Marin 
Corps: 

(1) Staff noncommissioned officers of the regular establishment of the 
Marine Corps. 

(2) Staff noncommissioned officers of the Marine Corps Reserve on active 
duty for a period of more than three days. 

(3) Staff noncommissioned officers, or equivalent, of other branches of th 
Armed Forces of the United States and foreign governments attached to the 
command the club serves. 

f. Such sales are also authorized to the following beyond the continental limits 
of the United States: 

(1) Enlisted Marine Corps personnel. 

(2) Enlisted Marine Corps Reserve personnel on active duty for a period 
of more than three days. 

(3) Enlisted personnel of other branches of the Armed Forces of the United 
States and foreign Governments attached to the command which the clul 
serves. 

6. The following administrative regulations will govern the sales procedure and 
control of alecholic beverages packaged sales. 

a. Persons transporting alcoholic beverages off of a Naval] Reservation become 
subject to the laws of the District, State, or Territory within which the station is 
located. Therefore, before authorized personnel are permitted to purchase 
alcoholic beverages for off-station consumption, they shall be required to sign the 
following agreement which shall be kept on file in the mess or club as long as the 
person is extended the privilege thereof: 

“T hereby agree that any alcoholic beverage purchased by me from (name 
of mess or club, location) will not be resold or exchanged, and will not b¢ 
transported off the property over which the Navy has jurisdiction except i 
accordance with the laws of the District, State, or Territory into which such 
alcoholic beverages are removed, and then only when permitted by the 
cognizant naval authority. 


Signed DL arch at dont « 3h. duh) Mie bcs 
BPMRD cca scacon «dak cielo neels Service No. 


b. To further control the sale of alcoholic beverages for off-station consumption, 
each mess or club will use duplicate sales slips for all transactions of this nature. 
The original and one copy of these slips will be prepared for each sale and will 
show the kind of beverage by trade name and quantity. The original will then 
be signed by the purchaser with his name, rank and service number. The sales 
slip will be retained in the files of the mess or club for 90 days, after which time 


it may be destroyed. The duplicate will be presented to the purchaser at the 
time of sale. 
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Each person who is privileged to purchase alcoholic beverages for off-station 
consumption will be furnished a card of identification. A card showing merely 
that the person is entitled to the privilege of the mess or elub is recommended 
without mention of any other privileges. Authority to issue the identification 
may be delegated to the mess or club treasurer, and will be valid only at the mess 
or club issuing the card. Cards should be valid for a calendar year and a different 
color used for each year. The card should be issued at the time the agreement 
contained in paragraph 6.a is signed. 

7. Marine or civilian personnel under twenty-one years of age shall not be 
employed in officers’ messes, enlisted men’s clubs, cxchanges, or other activities, 
as bartenders, or in any similar capacity involving the dispensing of beer, regard- 
less of aleoholie content, and alcoholic beverages. 

8. Commanding officers will issue necessary detailed control instructions which 
shall be in conformity with applicable local, state, or territorial laws or regula- 
tions, including prohibition of sales to minors, as provided by these laws or 
regulations. 

9. The sale or dispensing of beverages containing alcohol, regardless of amount, 
in officer or enlisted clubs and messes and recreation centers of the Organized 
Marine Corps Reserve is prohibited. Officers’ messes and wine messes which 
have been set up in certain state armories in sections of such buildings restricted 
to state use are considered to be outside Marine Corps jurisdiction for this 
purpose. 

10. Paragraph 5 of reference (b) contains regulations pertaining to the trans- 
portation of alcoholic beverages. 

11. Messes and clubs now in operation which were authorized prior to publica- 
tion of this General Order, to sell and dispense alcoholic beverages, may continue 
to do so and are not required to request additional authority. 

12. Nothing in this General Order shall be construed as changing or in any 
way modifying the provisions of reference (¢) or relieving a commanding officer 
of his responsibility to regulate the use of alcoholic liquors within the limits of 
his command. 


By COMMAND OF GENERAL LEMUEL C. SHEPHERD, Jr. 


G. C. THomas 
Lieutenant General, U. S. Marine Corps 


Chief of Staff 
DisTRIBUTION: ‘‘A’”’ 
OFFICIAL: 
A. M. Rogesuck 
Major, U. S. Marine Corps 
Publications Officer 


Exursit No. 6 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152-SF-2 


INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES aT NAVAL 
Arr Station, Morretr Fietp, CALIFORNIA 


INTRODUCTION 


The following organizations at Naval Air Station, Moffett Field, Calif., have 
been authorized by the Commandant, Twelfth Naval District (through the com- 
manding officer of the station), to purchase, sell, and use alcoholic beverages ‘‘in 
compliance with applicable local laws’’: 

Commissioned Officers’ Mess (Open) 
Chief Petty Officers’ Mess (Open) 
Enlisted Men’s Club 

Alcoholic beverages are purchased by the club managers from wholesalers in 
San Francisco and San Jose, Calif. 

The Commissioned Officers’ Mess and the Chief Petty Officers’ Mess are author- 
ized to sell beer, ale, and distilled spirits over the bar, as well as through a package 
liquor store. Beer and ale for consumption on the premises are permitted at the 
Enlisted Men’s Club. 

Bar sales are limited to military personnel, their dependents, and invited guests. 
Packaged liquor is sold to officers of the Armed Forces on active duty and to re- 
tired officers living in the vicinity. Enlisted personnel below the CPO grades, 
dependents, and guests are not permitted to purchase packaged liquors. 
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VOLUME OF SALES 


Sales by the three clubs for a 11-month period ended May 31, 1953, were: 


Package 
| Total 
| 


Bar | Liquor 
| Store 


Commissioned officers’ mess -. $59, 526. 16 $154, 444.18 $213, 970, 34 
Chief petty officers’ mess | 28, 856. 62 42, 149. 73 | 71, 006, 35 
Enlisted men’s club . | 77, 156. 73 | 5 


Gross sales. \ "165, 539. 51 196, 593. 91 | "362, 133. 42 


CONTROL 


Packaged sales are controlled by means of an annual identification card 
Each bottle is identified by a decalcomania obtained from the Bureau of Nava! 
Personnel. 

Federal officers or employees do not improperly benefit from the operation, 
and no individual has the opportunity of bootlegging on the station. 


UTILIZATION OF MILITARY PERSONNEL 


The annual cost to the Government for estimated time of military personn 
utilized in aleoholic-beverage operations of the clubs is as follows: 


Commissioned Officers’ Mess (2 hours a day for 1 officer)___-__-_-_- $2, 242. 08 
Chief Petty Officers’ Mess (80% of time of 2 CPO’s) - 7, 269. 72 
Enlisted Men’s Club (various percentages of time of L officer and 4 

enlisted men) sb cet ics 8, { 


Total _ _ - ‘ jen ; . ‘ 18, 035. 04 
FEES AND TAXES 


Federal taxes and customs duties are already included in the price of alcoholic 
beverages when purchased from the wholesale houses and cannot be avoided. 
All license fees required by the U. 8. Internal Revenue Service are paid. 

Under California law, instrumentalities of the Navy (including officers’ messes 
and post messes) are exempt from payment of State license fees and State sales 
taxes on alcoholic beverages. Purchases outside the State are permitted to be 
transported directly to a military reservation without payment of excise taxes 
but at Moffett Field all purchases are made at nearby cities. If purchased 
within the State, such taxes (with the exception of beer) are for collection, and 
cannot be avoided as they are levied on, and collected from, wholesale dealers 

No county license fees or taxes are assessed against club operations on militar) 
reservations. 

Had the alcoholic beverage operations of the clubs at Moffett Field been 
carried on by private enterprise off the reservation, the following fees and taxes 
would have accrued to the State and county for the 11-month period ended May 
31, 1953: 

State of California: 

Retail package off-sale ge eae license for the first $10,000 retail sales 

of distilled spirits per year (2 at $110) __- $220 
For each $1,000 or Fraction are of of retail sales of distilled spirits 

over $10,000 per year ($750 and $320) _ - 1, 070 
On-sale general license (2 at $75)_.____.__-.-- ae 150 
On-sale beer license (1 at $25) a ae 25 
Sales-tax permit (3 at $1) Se a oe ee a 3 
Sales tax on gross sales from July 1, 1952, to May 31, 1953 (3 percent 

of $362,133.42) idl tka 10, 864 


12, 332 
County of Santa Clara: Sanitary inspection fee—food and liquor estab- 
lishments (3 at $10) 


Total fees and taxes 
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We have no reason to believe that discontinuance of sales at Moffett Field 
would result in personal property or real property taxes to the surrounding county 
or municipalities through additional sales establishments off the reservation. 
favern licenses in California are limited in number and we were informed by the 
San Jose office of the board of equalization, the State licensing agency, that new 
licenses are not available, and have not been for several years. 


Fxursir No. 7 
GENERAL AccouNnTING OFFIce, OFrrIce OF INVESTIGATIONS 
Report No. I-18152-SF-3 


INVESTIGATIVE SURVEY OF THE SALE oF ALCOHOLIC BEVERAGES AT McCLELLAN 
Arr Force Bast, McC Le.ian, CaA.ir. 


INTRODUCTION 


The following organizations at McClellan Air Force Base, McClellan, Calif., 
handle alcoholic beverages for resale to authorized personnel: 
Commissioned officers’ mess 
Noncommissioned officers’ mess 
Civilian employees’ club 
Post exchange 

These activities purchase alcoholic beverages from wholesalers in the Sacra- 
mento, Calif., area. 

The post exchange sells beer in packages to holders of privilege cards without 
limitation as to quantity. The two officers’ messes and the civilian employees’ 
club are authorized by the commanding general to sell beer, wine, and liquor over 
the bar to members of the clubs, their dependents, and invited guests. 

Bottle shop sales are controlled by the commissioned officers’ mess which sells to 
members of the club on a monthly invoicing system. Transient officers are 
allowed only bar privileges. Associate club members are permitted the privilege 
of purchasing a maximum of six bottles of liquor a month. 


VOLUME OF SALES 


Sales for the year ended June 30, 1953, were: 


Packaged 


sales Total 


Bar 
| 


Commissioned officers’ mess_- $47,707.14 | $45, 690. 61 | $93, 397 
Noncommissioned officers’ mess. - -. -- | 92, 835. 38 | 92, 835. 38 
Civilian employees’ club. - ---. ‘ 100, 624. 71 |...- 

Post exchange (beer only)- . : on 21, 536. 00 


Total one . |} 241,167.23 67, 226. 61 | 


Commencing May 29, 1953, the clubs will be paying approximately $9,000 in 
State sales and excise taxes based on June volume of operation. 


FEDERAL OFFICERS OR EMPLOYEES IMPROPERLY BENEFITING FROM ALCOHOLIC 
BEVERAGE OFERATIONS 


From the conversations had with the several responsible officers at the base and 
Mr. Harr, L. Say, State of California sales tax administrator, state board of 
equalization, Sacramento, Federal officers or employees do not improperly benefit 
from purchase and resale operations and no individual has an opportunity of 
bootlegging on the base. 


PERSONNEL COST TO GOVERNMENT OF ALCOHOLIC BEVERAGE RESALE ACTIVITIES 


The commissioned officers’ mess and the civilian employees’ club each employ 
a civilian manager who handles all matters concerning the purchase and resale of 
alcoholic beverages. The noncommissioned officers’ mess has assigned M. Set. 
Charles E. Flash to the purchase and resale of alcoholic beverages. He is em- 
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ployed full time on this one assignment and his June 1953 rate of pay and cash 
allowances from appropriated funds would total $4,418.64 for a year. 

The post exchange handles the purchase and resale or beer through civilian 
employees paid from post exchange funds. 


FEES AND TAXES 


Federal taxes and customs duties are already included in the price of alcoholic 
beverages when purchased from the wholesalers and cannot be avoided. All 
license fees required by the United States Internal Revenue Service are paid. 

County license fees or taxes are not assessed against the post exchange and club 
operations on military installations. Mr. Say said that the county fees and taxes 
are regulatory in nature and simply would not be for collection at military bases, 

As of May 29, 1953, Mr. Say ! ruled that the civilian employees’ club was not 
an instrumentality of the Government and would have to pay the State sales and 
excise taxes. Mr. Say also notified wholesalers and distributors that sales tax 
would be collected from officers’ and noncommissioned officers’ clubs of the Army 
and Air Force unless there is a showing that they are instrumentalities of the 
Government specifically authorized to handle the purchase and resale of alcoholic 
beverages. 

Mr. Say said that the post exchange is being operated in accordance with Army 
and Air Force regulations? and that this activity is exempt from payment of 
State taxes and county regulatory fees and taxes. He said that no activity of 
the Defense Department is avoiding State or local taxes, and explained that 
prior to May 29, 1953, his office had not made a review of the matter of Army 
and Air Force re ‘culations or of the Federal laws which covered the sale of alco- 
holic beverages at military installations. He has determined that State sales 
and excise taxes would be collected at Army and Air Force installations until 
such time as their regulations are amended to properly authorize the purchase 
and resale by the commissioned and noncommissioned officers’ clubs. 

Mr. Say also said that he would never recognize civilian employees’ clubs as 
instrumentalities of the Government and that any and all alcoholic beverages 
purchased by similar activities would have the State taxes included in the pur- 
chase price billed by the wholesalers. He thought that civilians at McClellan 
had literally crawled under the soldiers’ tent in claiming exemptions from State 
sales and excise taxes. 

OTHER COMMENTS 


Lt. Col. Harold A. Armold, staff judge advocate, said that the civilian em- 
ployees’ club had been extremely lax in its handling of alcoholic beverages 
particularly during the last Christmas-New Year week when the doors of the 
club were thrown open to the general public. He said that the Sacramento 
Tavern Association apparently got wind of this and publicized the situation.’ 
Lieutenant Colonel Armold said that the civilian employees’ club was not au- 
thorized by any — Force regulation to purchase and deal in alcoholic beverages 
on the base. He also said that permission was indeed limited to local command 
approval and idning to 10 U. S. C. 1350, said that the Army and Air Force 
are not legally authorized to deal in alcoholic beverages. 

Lieutenant Colonel Armold further stated that the Secretary of Defense is 
authorized by 50 U.S. C. 473 “to make such regulations as he may deem to be 
appropriate governing the sale, consumption, possession of or traffic in beer, 
wine, or any other intoxicating liquors’? but that to date the Secretary of De- 
fense has not issued such regulations governing the sale and use on military 
installations. He said that such regulations were needed insofar as the Army 
and Air Force are concerned in view of a recent unfavorable ruling by the State 
sales tax administrator ‘ which was due to the absence of proper regulations cover- 
ing sales at commissioned and noncommissioned officers’ messes. He felt that 
the civilian employees’ club was without legal right to exemption from any State 
sales and excise taxes. He said that the civilian employees’ club was not an 
instrumentality of the Government in the same sense that post exchanges and 
similar welfare activities have been accepted. He said that McClellan Air Force 
Base activities would abide by the State’s ruling until such time as regulations 
are issued by the Secretary of Defense. He said that once these regulations are 
issued, the tax administrator will exempt the commissioned officers and noncom- 
missioned officers’ messes from the State sales and excise taxes. 


1 State sales tax administrator. 
2SR 210-55-20; AFR 176-10 

§ Exhibit 1, 

# Exhibit 2. 
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COMPETITION OF MILITARY ACTIVITIES DEALING IN ALCOHOLIC BEVERAGES 


No complaints of unfair competition were noted in connection with commis- 
ned officers’ and noncommissioned officers’ messes and the post exchange. 
here seemed to be a basis for some complaint that the civilian employees’ club 
in competition to other taverns in the Sacramento area. Complaints will 
ndoubtedly diminish now that this civilian club will pay the State sales and ex- 
se taxes, and there is better control over the handling of alcoholic beverages to 
the club membership. 
Mr. Say said that although the officers can purchase their liquor needs at less 
than the fair trade prices, he saw no reason for any complaint just so long as this 
iquor was not diverted into the civilian market. 


SACRAMENTO TAVERN ASSOCIATION, INC. 
RESOLUTION 


Whereas it has been the practice of the Federal Government to allow civilian 
clubs on Government property, to compete in the serving of alcoholic beverages 
with private business enterprises; and 

Whereas this practice has been detrimental to the people who operate establish- 
ments for a livelihood, and because said private clubs operate tax-free and with- 
out any supervised State restrictions; and 

Whereas by these advantages, these civilian clubs are able to undersell opera- 
tors, catering to the general public, causing a hardship on an industry employing 
thousands of people; and 

Whereas this competition is injurious to all owners and employees in establish- 
ments dispensing alcoholic beverages: Be it 

Resolved, That the Sacramento Tavern Association, Ine., requests our State 
and national representatives to eliminate this unfair competition by disbanding 
said civilian clubs, or that said clubs be controlled by the same rules and regula- 
tions governing private business enterprises, catering to the general public; and 
be it further 

Resulved, That a copy of this resolution be sent to the Governor of the State of 
California, Senator Knowland, Senator Kuchel, Congressman Moss, State Senator 
Desmond, Assemblyman Fleury, Assemblyman Nielson, field commanders where 
such civilian clubs exist, State and national tavern owners association, and the 
Sacramento Local Joint Executive Board of Culinary Workers, Bartenders, and 
Hotel Service Employees. 


B/L Hqs Sacramento AMA, McClellan AFB, McClellan, Cal, SMJ 016, 9 Jun 53, 
subj; California Sales and Use Tax 


AFCJA-15 2nd Indorsement JuNE 30, 1953 


Dept. of the Air Force, Hq USAF, Washington 25, D. C. 
Thru: Commander, Hq AMC, Wright-Patterson AFB, Ohio 
ATTN: Staff Judge Advocate 
To: Commander, Hqs Sacramento AMA, McClellan AFB, McClellan, Cal., 
ATTN: Staff Judge Advocate 


1. Reference is made to tnlegnone conversation between Lt. Col. Hunter of 


this office and Colonel Moody * 
subject was discussed. 

2. This office concurs with the views expressed in basic letter and in particular, 
those expressed in paragraph numbered four thereof. 

3. With particular reference to sale of intoxicants by the Civilian Welfare 
activity at McClellan. it is strongly urged that sales tax on this item be paid. 
This office is of the opinion that sales tax on other items may well be waived by 
the Administrator if this demand be met. 

4. The Administrator has but to insist that so-called ‘‘military sales’’ are not 
available to this activity and the resultant difference in price would absorb the 
tax difference. 

By COMMAND OF THE CHIEF OF STAFF: 
Ronert H. HunNTeER, 
Lt Col, USAF, 
Chief, Tax and Litigation Division, 
Office of The Judge Advocate General. 


fidwell of AMC, on 16 April 1953, in which this 
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Exurpir No. 8 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No, I-18152—-DN=2 


REPORT OF INVESTIGATIVE SURVEY OF THE SALE or ALcoHOLIC BEVERAGEs 
Ent Arr Force Base, DEPARTMENT OF THE Arr Force, CoLoRapo Springs 
Couo. 


INTRODUCTION 


The building area of Ent Air Force Base is located within the city limits of 
Colorado Springs, Colo. Flying operations are conducted at Peterson Field. 
about 6 miles east of the building area. Alcoholic beverages are sold by the drink 
at the officers’ open mess in the building area; at the noncommissioned officers 
mess in the building area; and at the annex to the NCO mess at Peterson Field 
Alcoholic beverages are dispensed only for consumption on the premises. No 
package sales are made 

SOURCES OF SUPPLY 


Liquor stocks are obtained from wholesalers in Colorado. Orders are placed 
in the name of the mess. Stocks are delivered and billed to the mess. 


SALES 


Sales are made only for consumption on the premises. All sales at the bar are 
for cash or chits. Any member of the mess may buy drinks for himself, his 
dependents and his guests.!. Privileges of the mess are extended to transient 
military personnel. 

TAXES 


The mess has a current retail liquor dealers’ tax stamp. All State taxes are 
paid on liquors and beer purchased. 

The State of Colorado claims no jurisdiction or licensing authority on Federal 
reservations. Municipal and county authorities cannot issue a license until the 
applicant has been granted a State license, accordingly, no State and local licenses 
are paid. 

COST TO GOVERNMENT 
Officers’ open mess 

Capt. Donald Tremaine, club officer, supervises the entire operation of the 
mess. The mess employs a civilian business manager, a civilian bar manager and 
two civilian waitresses. Military personnel are employed during their off-duty 
time on special occasions. Captain Tremaine and Sgt. James Morrison are the 
only military personnel who devote any time to bar activities as part of their 
regularly assigned duties. Captain Tremaine devotes about 2 hours a week to 
bar operations and Sergeant Morrison devotes about 2 hours a day to such 
operations. Captain Tremaine’s pay and allowances total $609.90 a month. 
Sergeant Morrison receives $398.80 a month total pay and allowances. 


Noncommissioned officers’ mess 


Sgts. Gerald B. Craver and Ronald Chierichetti are regularly assigned to mess 
operation and devote full time to the activity as does A/2c Rita Jakusz, clerk- 
typist. No other enlisted personnel devote official time to liquor dispensing 
activities. 

Monthly pay and allowances of enlisted personnel engaged in liquor dispensing 
activities and estimated percentage of official time devoted to such activities are 
as follows: 





Percent 
applicable 
to bar 
opera tion 


Monthly | 
Name and rank pay and 
allowances | 
| 


| 


M. Sgt. Gerald B. Craver | $398. 80 | 
M. Set. Ronald Chierichetti ‘ ‘ Sigil 356. 06 | 


A/2ec Rita Jakusz.-. i . ‘ 103. 57 | 


1 Membership in the NCO mess at the base is open to base personnel of the rank of airman second class 
through master sergeant. Any member 21 years of age or older may buy drinks without restrictiop 
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PERSONAL, BENEFITS 


[Internal controls appear adequate to prevent improper benefits to any indi- 
vidual. There was no evidence of military personnel purchasing liquor at whole- 
sale prices and selling it at profits to themselves. 


AUTHORITY 


Col. S. S. Maxey, staff judge advocate, said that he knows of no regulation 
issued by Air Defense Command authorizing or prohibiting the sale of intoxicants 
on Air Force reservations. No written authority for the operation could be found 
at base headquarters. 


Exuisit No. 9 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—-DN-3 


REPORT OF INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES AT 
Firzstmons Army HospitaL, DEPARTMENT OF THE ARMY, DENVER, COLo. 


INTRODUCTION 


Fitzsimons Army Hospital is located at the northeastern edge of Aurora, Colo., 
a suburb of Denver. 

Alcoholic beverages are dispensed on the reservation through an officers’ locker 
fund and a noncommissioned officers’ locker fund. 


OFFICER’S LOCKER FUND 
Operations 

The Fitzsimons Army Hospital Officers’ Locker Fund operates under written 
procedure revised March 21, 1953.! 

Every member of the officers’ open mess is automatically a member of the 
locker fund, which acts as ageat for the procurement of alcoholic beverages. <A 
procurement officer, appointed by the commanding general of the hospital, is 
responsible for procurement, security and storage of alcoholic beverages. He 
ssues stock for bar use and fills orders of individual members who make bulk 
procurement requests. Members are entitsed to purchase books of coupons which 
may be exchanged for drinks served at the bar. No cash or credit sales are per- 
mitted. Requests for bulk purchase must be accompanied by cash in the full 
amount of the purchase. 


Source of supply 
All alcoholic beverages are obtained from wholesale dealers in Colorado. 


Extent of sales 


Sales are made to members upon presentation of proper identification. Mem- 
bers may buy bar drinks for their guests. Reciprocal privileges are extended to 
officers stationed at nearby military installations. 


Taxes 


Special tax stamps for retail dealer in fermented malt liquor and retail liquor 
dealer were purchased by the locker fund. 

The State of Colorado claims no jurisdiction or licensing authority on Federal 
reservations. H.C. Wilson, deputy director, State liquor department, Denver, 
Colo., said that the State authorities do not wish to issue a license and thereby 
assume responsibility for policing and regulating operations in any location where 
enforcement would not be possible. The Colorado Liquor Code provides that 
cities and counties cannot issue a liquor license until the applicant presents a valid 
State license. Accordingly, no local licenses have been obtained. 

State excise tax is paid on all beverages purchased by the locker fund. 


Cost to the Government 


Capt. John Maier is procurement officer. His regularly assigned duties are 
assistant provost marshal and confinement officer. He said he devotes no 
official time to locker fund operations other than the time spent in taking inven- 
tory (about 2 hours) at the end of each month. 


‘Issued in compliance with AR 210-10 and AR 210-50. 
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Lt. Thomas W. Jones is regularly assigned as secretary of the officers’ ope; 
mess. Lieutenant Jones estimated that he devotes a weekly average of about 5 
hours official time to the locker fund. His monthly pay and allowances arp 
$428.78. 

\ civilian bar manager is employed and paid by the locker fund. S. Sot 
Douglas Smitn works in the bar from 2 to 6 p. m. daily, as part of his regular! 
assigned duties. His pay and allowances total $299 a month. 

Personal benefits 

The system of internal control appears adequate to prevent improper benefits 
to any officer or employee from operation of the liquor fund. The price differ- 
ential between bar and package sales and Denver prices is too small to make any 
form of bootlegging attractive. ' 


Authority 


The commanding general approved the organization of the locker fund in 
accordance with a letter dated April 27, 1951, from the deputy adjutant general 
to the commanding general, Fourth Army, Fort Sam Houston. Written approval 
was not found but the commanding general verbally confirmed his approval of 
the operation. 

NONCOMMISSIONED OFFICERS’ LOCKER FUND 
Operations 


The Fitzsimons Army Hospital NCO locker fund operates under written 
procedure. 

Every member of the NCO open mess becomes a member of the locker fund 
and, if he is 21 years of age or older, is entitled to purchase books of coupons 
which may be exchanged for drinks served at the bar. By the agreement under 
which coupon books are purchased, the individual member makes the locker 
fund his agent for the purchase of alcoholic beverages. Cash realized from the 
sale of coupon books provides working capital. Mixed drinks are sold at the 
bar for coupons. None are sold for cash. No package sales of liquor are made 
Beer is sold at the bar for cash and may be purchased by any member of the mess 
provided he is of legal age. Beer is sold for consumption at the bar and in case 
or six-pack lots for consumption elsewhere. 


Source of supply 

All aleoholic beverages are obtained from wholesale dealers in Colorado. 
Sales 

Mixed drinks are sold only to members possessing coupon books. This does 
not preclude serving drinks to actual guests of the member but coupons for such 
drinks are removed from the member’s book. Privileges of the locker fund are 
extended, on a reciprocal basis, to other nearby military installations. Beer is 
sold to any member of the mess. 


Taxes 

The locker fund has special tax stamps required for a retail liquor dealer and 
a retail dealer in fermented malt liquor. The State of Colorado claims no juris- 
diction on the reservation. Since the Colorado liquor code requires that a State 
license be obtained before a city or county may issue a license, local authorities 
cannot require a license. 

State excise taxes are paid on all alcoholic beverages purchased by the locker 
fund. 


Cost to the Government 

Capt. G. L. Runyon is adviser to the NCO open mess. Captain Runyon 
estimated that he devotes an average of not more than one-half hour a day to 
the entire mess activity and said that the time he devotes to locker-fund activities 
is inconsequential and would be too small to estimate. One full-time civilian 
bartender is employed. Captain Runyon said that procurement activities are 
not carried on during duty hours, 

Sgt. C. J. Thompson is regularly assigned as steward-secretary of the mess and 
devotes full time to the entire mess operation. He was not available for interview 
and Captain Runyon was unable to estimate the time Sergeant Thompson devotes 
to locker-fund activities. 
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Personal benefits 
Internal control appears adequate to prevent improper benefits to any individual 
rough locker fund operations. 
Bottle sales of liquor are not permitted. The difference in price of beer in case 
ts between that charged at the bar and at commercial establishments in Denver 
s too small to make bootlegging attractive. 


juthority 


The action of the board of governors in approving the procedure for procuring 
and dispensing alcoholic beverages by the locker fund was approved in writing 
by the commanding general of the hospital.” 


Exhibit No. 1. 


Non-CoMMISSIONED OrricEeRsS’ Open Mess, Fitzsimons Army Hospirat, 
DENVER 8, COLORADO 
Apri. 30, 1953. 

1. A Special Meeting of Board of Governors, Non-Commissioned Officers’ Open 
Mess was convened in M/Sgt Charles E. Popham’s Office at 1340 hours on April 
30, 1953. Present: M/Sgt Charles E. Popham, President; M/Sgt Michael J. 
Kneise, Secretary; M/Sgt Arthur G. Ferguson; M/Sgt Genevieve Qua. Absent: 
T/Sgt Wayne Holladay (leave), M/Sgt Adam Moore. 

2. Each member present read the SOP for procurement and handling of aleoholie 
beverages for members of NCO Open Mess to become effective May 1, 1953. This 
SOP replaces the procurement and procedures previously in effect. After a dis- 
cussion concerning changes in revised plan, M/Sgt Qua made a motion that SOP 
be accepted and become effective May 1, 1953. M/Sgt Ferguson seconded the 
motion, which was passed unanimously. 

3. M/Sgt Ferguson made a motion that M/Sgt Dale E. Huffman, Chief Clerk, 
Finance Office, be appointed Procurement NCO for Locker Fund, relieving M/Sgt 
Charles Walker. M/Sgt Qua seconded the motion, which was passed unanimously. 

1. There being no further business, the meeting adjourned at 1410 hours. 

S/ Cuarites E. PopHam 
M/Sgt Charles E. Popham 
President. 
S/ Micuae. J. KNeisc 
M/Set Michael J. Kneise 
Secretary and Treasure 
May 4, 1953. 
Approved: 
S/ Paut I. Roprnson, 
Brig. Gen., MC 


Commanding 


Exursit No. 10 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—DN-4 


Report OF INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES AT 
Lowry Arr Force Bast, DEPARTMENT OF THE AIR Force, DENVER, CoLo. 


COMMISSIONED OFFICERS’ MESS (OPEN) 
Operation 


A bar and cocktail lounge, which occupies a part of one building and a stag 
bar, which occupies all of another building, are operated by this activity. 

Liquor is sold at these bars for consumption on the premises. Beer is sold at 
both bars for consumption on the premises and to take out at the cocktail lounge. 


Source of supply 

All liquor and beer for both bars is purchased from local wholesalers through 
Lt. E. G. Fritz, who acts as purchasing agent of the commissioned officers’ mess 
as part of his official duties. 
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Sales 


Sales are made to member officers, their wives and guests and member officers 
from other bases visiting on the base. 

Base officers are required to present a membership card in the officers’ open 
mess to gain admittance, while miitary visitors are required to present travel 
orders as well as membership cards in the officers’ open mess at their permanent 
stations. 

Taxes 

The commissioned officers’ mess is paying Federal taxes of $50 as retail liquor 
dealer for retail sales of liquor, beer, and wine, and $100 as wholesale dealer in 
fermented malt liquor for bulk sales of beer in the cocktail lounge. 

The Federal tax of $50 as retail liquor dealer for retail sales of liquor, beer, and 
wine at the stag bar has not been paid. Lt. Col. Perry P. Winemiller, airbase 
group commander, said that the tax was net paid due to a misunderstanding 
but that it will be paid in the future. 

State excise taxes on liquor, beer, and wine imposed on the wholesaler by the 
Colorado Liquor Code are paid at the time of purchase from the wholesalers, 

The commissioned officers’ mess pays neither the State license of $25 nor the 
city license of $100 per year for each bar operated. 


Cost to Government 


Three commissioned officers and three noncommissioned officers are assigned 
to the commissioned officers’ mess for the management of the mess. The follow- 
ing military personnel are employed in the sale of liquor during official duty hours: 


| Monthly 


| 
| 
! 3 Per- | a 
Name Title Duties | pay and centage Monthly 
allow- loftime| cost 
ances | 


7 | 
Maj. Louis F. Oliveri.........| Club secretary....| Management-.- 
Lt. E. G. Fritz ieee | Assistant club | Procurement- 
officer. 
M. Set. Albert Scheuerman...| Supply and bulk | Stockman and bulk 211. 53 
sales. salesman. 
T. Sgt. Ruben Emeterio Bartender. -- Bartender -_._- | 360. 58 


| 
Total monthly cost to enema ; ; 2 678. 33 


Government. 
NONCOMMISSIONED OFFIC ERS’ MESS (OPEN) 
Operation 


A bar and cocktail lounge which occupies a part of one building and a bar and 
cocktail lounge located in the noncommissioned officers’ mess annex (open) in 
another building, are operated by this activity. 

Beer is sold at both bars for consumption on the premises and to take out. 
Liquor is sold at both bars for consumption on the premises. 


Source of supply 

All liquor and beer for both bars is purchased from local wholesalers by 
M. Set. Berger O. Nielsen who acts as purchasing agent for the noncommissioned 
officers’ mess as part of his official duties. 
Sales 


Sales are made to members and their wives, and guests, and visiting members. 
Noncommissioned officers, both local and visiting, are required to present a 
membership card in NCO open mess in order to gain admittance. 


Taxes 


The noncommissioned officers’ mess is paying Federal taxes of $50 as retail 
liquor dealer for retail sales of liquor, beer and wine, and $100 as wholesale dealer 
in fermented malt liquor for bulk sales of beer. These taxes are paid for each of 
the two places operated. 

State excise taxes on liquor, beer and wine imposed on the wholesaler by the 
Colorado Liquor Code are paid at the time of purchase. 

The noncommissioned officers’ mess pays neither the Stace license of $25 nor 
tne city license of $100 a year for each bar operated. 
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Cost to Government 


Four noncommissioned officers are assigned to this activity for management. 
Only one of these is employed in the sale of liquor auring official duty hours: 


Monthly 


r ay and 

: . duty pay & 

Name Duty allow- 
ances 


Percent- 
age of 
time 


Monthly 
cost 


Percent 
M. Set. Berger O. Nielsen Secretary-treasurer Procurement $391. 15 12% $48, 49 


POST EXCHANGE 
Operation 
The post exchange operates three beer bars. These are located in two cafeterias 
and a snack bar. 
Only bottled beer, which is not in excess of 3.2 percent alcoholic content, is 
sold at these bars. 
Beer is sold only for consumption on the premises. 


Source of supply 

All beer is purchased from local wnolesalers through the purchasing department 
of the post exchange. 
Sales 


Beer sales at the snack bar are made to military personnel and their guests 
without identification. The cafeterias are open to anyone on the base and beer 
can be purchased by anyone eating in the cafeterias. 

Tares 

The post exchange is paying the special tax of $22 as retail dealer in fermented 
malt liquor for each of the three bars. 

The post exchange does not pay the State tax of 3 cents per gallon or fraction 
thereof for malt liquors, which is imposed by the Colorado Liquor Code. 

The post exchange pays neither state nor city license fees. 

Cost to Government 

The post exchange officer is the only military employee connected with the 
post exchange. None of his time is devoted to the management and operation 
of the beer dispensing activities. 


INTERNAL CONTROL 


Employees or members do not appear to benefit from the operations at the 
various activities mentioned in this report. 

lhe internal controls appear to be adequate to properly account for the receipt, 
issue, and balances of all alcoholic beverages. 


AUTHORITY 


There is no authority in the regulations for the sale of liquor on the base by 
any of the activities covered in this report. 

Authority at the base for the sale of liquor at the commissioned officers’ mess 
and NCO clubs is contained in a letter dated July 6, 1949 from the then com- 
manding general! This letter was prepared in response to a request from a local 
wholesaler for local authorization to sell liquor for consumption on the base. 

Authority for the sale of beer at the commissioned officers’ mess and the NCO 
mess is contained in regulations which authorize post clubs to conduct various 
activities, including a soda fountain and beer bar.? 

Authority for the sale of beer by the post exchange is contained in regulations.* 

! Letter dated July 6, 1949, exhibit No. 1. 


? AR 210-60 dated Apr. 3, 1947. 
‘SR 60-10-1, A. F. R. 147-8 dated May 12, 1950. 
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HEADQUARTERS, Lowry Air Force BASE AND 
3415rH TecunicaL TRAINING WING, 
Denver, Colo., July 6, 1949, 
To Whom It May Concern: 

This authorizes the Lowry Air Force Base officers’ mess and NCO clubs to 
purchase liquor to be sold to members in the form of mixed drinks for consumption 
in the respective clubs. 

WARREN R. CARTER, 
Brig. General, USAF, 


Commanding 


Exuisit No. 11 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 


Report No. I-18152-N Y-2 


REPORT OF INVESTIGATIVE SURVEY, SALE oF ALCOHOLIC BEVERAGES ON Govern- 
MENT RESERVATIONS, NAVAL SUBMARINE Bask, NEw Lonpon (Groton 
CONN. 

INTRODUCTION 


Under paragraph 8101, chapter VIII, section 1 of the United States Naval 
Submarine Base Instructions, the commissioned and warrant officers’ mess (open), 
and the chief petty officers’ mess (open), at the submarine base, New London 
(Groton), Conn., are authorized to sell liquors, wines, and beer to their members 
and paragraph 8105 provides that the sale of beer only is permitted in the Navy 
exchange, the White Hat Club and the marine post exchange.! 

Under local authority—as referred to in letters from the State of Connecticut, 
dated January 16, 1953, and January 30, 1953—Capt. W. B. Sieglaff, USN 
commanding officer at this base, designated the members of these organizations 
who would be authorized to sign orders and tax exemption certificates for alcoholic 
beverages.” 


STATUTORY REQUIREMENTS OF THE STATE OF CONNECTICUT 


Section 4326, (distributor’s license. Importation of alcoholic beverages) of 
chapter 205, of the general statutes,’ concerning the alcoholic beverage tax, 
requires that each distributor of alcoholic beverages shall be licensed by the 
State of Connecticut. Other sections provide for the periodic filing of forms and 
the payment of tax. 

Included in seetion 4326 is the following: ‘‘The provisions of this section shall 
not apply to alcoholic beverages which are actually brought into the State by any 
individual in quantities of less than 1 gallon.” 


OPERATION——PURCHASES AND SALES 


The procedures and transactions covering alcoholic beverages obtained and 
dispensed at the respective organizations at this base are as follows: 


(1) Commissioned and warrant officers’ mess 


The commanding officer of the submarine base, Capt. W. B. Sieglaff, is the 
president of this organization. Mr. Irving Bruckner is the civilian manager and 
his supervisory duties include the purchase of beverages (including beer and 
liquor) and the sale of the beverages at the mess bar and the package store. As 
duly authorized, the purchase orders and tax-exemption certificates are signed 
by the mess treasurer, presently Ens. J. B. Fay, who is the military officer in 
charge at the mess. 

The mess records show that the purchases of beverages, made from wholesale 
distributors and distillers during the calendar year 1952, totaled $88,299.47, and 
from January 1, 1953, to May 31, 1953, totaled $36,920.85. The purchased 
alcoholic beverages were for use at the bar and for sale at the club package store 

During the calendar year 1952, the sales of beverages amounted to $47,841.08 
at the bar and $85,402.46 at the package store, totaling $133,243.54; and from 
January 1, 1953, to May 31, 1953, were $18,742.32 at the bar and $32,275.29 at the 
package store, totalling $51,017.61. 

1 Exhibit No. 1 


2 Exhibit No. 2 
sExhibit No, 3. 
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The sales are made to officers on active and inactive (retired) duty status. The 
member officers are required to show their membership cards and the transient 
officers must show their I. D. cards. No sales are made to civilians, whether 
guests or not. 

When sales are made at the package store the purchaser is required to sign a 
sales slip form‘ showing the quantity, description, and amount of sale; also his 
agreement thereon that any alcoholic beverages purchased by him from the mess 
will not be resold or exchanged and will not be transported off the property over 
which the Navy has jurisdiction, except in accordance with laws of the district, 
State, or Territory into which such alcoholic beverages are removed, and then 
only when permitted by the cognizant naval authority. Captain Sieglaff and Mr. 
Bruckner said that the average store sale is 2 bottles at a time and, in accordance 
with the club’s bylaws, the sales can not exceed 5 bottles (fifths) to a customer 
at 1 time. The signed slips are retained and also recorded and an effort is made 
to guard against excessive repeat sales beyond that for the purchaser’s personal 
consumption. The officers in charge believe that a complete control is maintained. 

The sales allowance of up to five bottles at a time to a purchaser for his personal 
use off the reservation is based on the interpretation, by the commanding officer, 
of the provision in section 4326 of the State of Connecticut Liquor Control Act, 
which allows an individual to bring into Connecticut alcoholic beverages not in 
excess of 1 gallon for personal consumption. (However, see p. 7 covering the 
interpretation and other comments made by Mr. Ernest 8. Goodrich, director, 
excise division, State of Connecticut.) 

Personnel.—In addition to Ensign Fay and Mr. Bruckner, only civilians are 
employed to perform duties in any capacity at this club; and it was stated that 
all operations conform to the governing regulations. 

Personal benefit—There has been no known instance of an officer or employee 
purchasing beverages at wholesale prices and selling them to the club, or its 
members, at a profit to himself. 

(2) Chief petty officers’ mess (open) 

R. M. Lamoureux, ENC, is currently assigned officer in charge, as collatera 
duty, and Mr. William McBurney is the civilian manager at this mess. Mr. 
McBurney’s duties include the purchase of beverages, including beer and liquors, 
supervision and sale of beverages at the package store and supervision of sales at 
the bar; also the recordation of transactions. As authorized, the purchase orders 
and tax-exemption certificates are signed by R. M. Lamoureux, ENC. 

The mess records show that the purchases of beverages, made from wholesale 
distributors and distillers, during the calendar year 1952 totaled $84,269.74, and 
from January 1, 1958, to May 31, 1953, totaled $28,352.29. The purchased 
beverages were for use at the bar and for sale at the club package store. 

During the calendar year 1952 the sales of beverages amounted to $80,438.40 
at the bar and $29,304.50 at the package store, totaling $109,742.90; and from 
January 1, 1953 to May 31, 1953, were $27,683.66 at the bar and $7,725.10 at the 
package store, totaling $35,408.76. 

The sales are made generally to chief petty officers only, for their own personal 
consumption. They are required to show their membership and ‘I. D.” cards 
before receiving service. Sales are made to civilians only when they are guests 
of members, at the bar. 

When sales are made at the package store the purchaser is required to sign a 
sales slip > showing the quantity, description, and amount of sale; also an agree- 
ment thereon that any alcoholic beverages purchased by him from this mess will 
not be resold or exchanged and will not be transported off the property over 
which the Navy has jurisdiction, except in acco:dance with laws of the district, 
State, or Territory into which such alcoholic beverages are removed, and then 
only when permitted by the cognizant Naval authority. Mr. MeBurney said 
that the average package store sale does not exceed two bottles (fifths) at a time 
toa customer. ‘The signed sales slips are retained and recorded and an effort is 
made to guard against excessive repeat sales beyond that required for the pur- 
chasers’ personal consumption. The officers in charge believe that a complete 
control is maintained. 

Mr. McBurney said that there have been very infrequent instances when sales 
by case lots have been made, never in excess of 54 cases at any one time. The 
instances have been in connection with special military personnel parties and 
pienies, 


‘Exhibit No. 4. 
' Exhibit No. 5. 
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The sales allowance of up to 5 bottles at 1 time to a purchaser for his persong| 
use off of the reservation is based on the interpretation by the commanding officer 
of the provision in section 4326 of the State of Connecticut Liquor Control Act 
which allows an individual to bring into Connecticut alcoholic beverages not jn 
excess of 1 gallon for personal consumption. (However, see p. 7 covering the 
interpretation and other comments made by Mr. Ernest 8. Goodrich, director, 
excise division, State of Connecticut.) 

Personnel.—Mr. McBurney said that there are no Naval military personne! 0; 
full-time duty at this club: that duties bv the military, other than R. M. Lamo) 
reux, ENC, are performed during off duty (liberty) hours. In addition to M 
McBurney, the club employs a maintenance man and a cook, both of whom are 
civilians; also a certified public accountant for a short period each month. This 
club operates directly under orders of the base commanding officer, Captai) 
Sieglaff, who is responsible for the operation of the club by the chief petty officers 
under Bureau of Naval Personne! regulations for chief petty officers messes.® 

Personal benefit.—There has been no known instance of an officer or employee 
purchasing beverages at wholesale prices and selling them to the club, or its 
members, at a profit to himself. 


j 
l- 
r 


(8) Navy exchange store (includes White Hats Club) 

Lt. C. W. Russ is the present military officer in charge at the Navy exchange 
Mr. T. H. Neal, recently (May 26, 1953) transferred (formerly LCDR) to civiliay 
status, is the general manager. His duties include, as authorized, the signing of 
purchase orders and tax-exemption certificates covering the procurement of 
beverages. Mr. Joseph P. Fleming is the assistant branch manager, whose duties 
include the procurement of beer, under authority of the exchange officer. Beer is 
the only alcoholic beverage sold at the Navy exchange and the White Hats Club. 
Except for infrequent instances of sales by case lots for consumption at picnics 
run by military personnel off the base, the beer is sold, one can at a time, opened 
and the contents poured into a drinking cup for immediate consumption. Al- 
though there is no bar at the Navy exchange, the beer may be purchased as 
described. 

At the White Hats Club, where a bar is operated, Carlan Lesch, CS1, is the offi- 
cer in charge. His assigned duties include, generally, the purchase of beer, under 
direction of the Navy exchange. Beer is the only alcoholic beverage sold at this 
club. The sales procedure is similar to that at the Navy exchange. There are 
no bulk sales and none to be taken out, all beer being consumed on the premises. 

The sale of beer at the Navy exchange and White Hats Club is limited generally 
to active duty Navy personnel, none being sold to civilians. The customer is 
required to show his I. D. and liberty cards before he is served and the personnel 
in charge said that they believed a proper control is being maintained. 

The purchases of beer for sale at the Navy exchange and the White Hats Club 
are generally made from local (New London) wholesaler-distributors and all 
purchases are recorded at the Navy exchange. The records show that, during 
the calendar year 1952, there were 15,425 cases of beer purchased and, during the 
period from January 1, 1953, through May 31, 1953, there were 4,364 cases pur- 
chased, totaling 19,789 cases, in the total amount of $63,421.19. 

Personnel.— At the White Hats Club there are also three seamen who are em- 
ployed full time, except for time assigned to watch duties, at recreational activ- 
ities, most of their time being devoted to the club. Any sailors employed as 
bartenders, cooks, and bus boys perform these duties during off-duty hours. 

Personal benefit——There has been no known instance of an officer or employee 
purchasing beverages at wholesale prices and selling them to the club, or its 
members, at a profit to himself. 

(4) Marine post exchange 

The exchange officer of this exchange is Stanley LaMonte, 2d Lt., whose 
duties include, as authorized, the signing of purchase orders and tax-exemption 
certificates and the procurement of beverages. There is an enlisted man on duty 
at the exchange store but there are no additional personnel used for the sale of 
beverages. 

The sales are made on a small scale and are made on an average of 2 hours 
daily, except Sunday when none are made. The sales are made at the bar only 
and the beer must be consumed there. Sales are restricted to qualified service- 
men and retired civilians and others (dependents) who are authorized to have the 
exchange-store privilege generally. 


Naval perscnne] 15847, 
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The purchases of beer for sale at the Marine post exchange are made from local 
New London) wholesale-distributors. The available records showed that there 
were 235 cases of beer purchased from January 1953 to June 15, 1953. 

There has been no known instance of an officer or employee purchasing bev- 
erages at wholesale prices and selling to the club, or its members, at a profit to 
himself. 

JNAUTHORIZED GROUP PURCHASES 


Upon inquiry to determine if any other than authorized organizations had 
obtained alcoholic beverages, it was disclosed that there had been several instances 
beer only). It was explained that, in each instance, the beer was so purchased 
for department picnics and that the individual who made the purchase had no 
intention of obtaining the beverage for his own use or for resale. Mr. Goodrich 
excise director, State of Connecticut) said that he was satisfied with the explana- 
tion and that there had been no other such instance.’ 


FEDERAL, STATE, AND LOCAL TAXES 


The only form of Federal, State, or local taxes paid by the respective clubs is 
the Federal special tax (stamp), on being engaged in business, in the amount of 
$22 for beer only, and $50 for all alcoholic beverages, including beer. These 
taxes are paid annually in July as required by section 3250 of the Internal Revenue 
Code.’ 

Taxes levied by the State of Connecticut on alcoholic beverages are as follows: 


Beer, % barrel (31 gallons)_........--_-.- ane X each... §. 50 
4. barrel : : ; ; ...each . 20 
Lesser quantities 3 } ; 44 per wine gallon . 03 
Liquor. --- wig alent nda per wine gallon- . 00 
do .10 

a GU ae . 20 

...per proof gallon 1. 00 


GENERAL 


During a discussion with Mr. Ernest 8. Goodrich, director, excise division, tax 
department, State of Connecticut, at 470 Capitol Avenue, Hartford, Conn., he 
said that the commanding officer and others at the submarine base had misin- 
terpreted the provision relative to the 1-gallon exemption in that the exemption 
has to do with geographical location and, even though the submarine base is a 
Federal installation, it is located within the State of Connecticut. He said that 
the quantities that may be transported by the military personnel to places off 
the base could be considerable, and thus represent substantial competition to 
taxpaying dealers in the nearby communities, such as New London. Comments 
of Mr. Goodrich are contained in a letter written by him under date of June 25, 
1953.9 

Upon inquiry as to the effort made by him and the State of Connecticut to 
enforce the law as interpreted by him, Mr. Goodrich said that he and the State 
disliked prosecuting military personnel; that the State desires to cooperate with 
the Federal Government but it is believed that the best way to cope with the 
situation, as to the large flow of alcoholic beverages into surrounding towns, 
would be for the Defense Department to issue regulations prohibiting the removal 
of any alcoholic beverages from Federal installations; that such sales should be 
restricted to onbase consumption ” and, if possible, to bar sales only. 

Discussions were had with several wholesale and retail dealers in New London; 
also with official representatives of chambers of commerce, Retail Grocers Asso- 
ciation of Groton and New London, and the Package Store Association of New 
London County. The opinion was expressed generally that it was unfair to the 
taxpaying dealers for the clubs at the submarine base to be permitted to make 
certain purchases of alcoholic beverages direct from the distillers (who have 
retired military personnel of high rank acting as contact men at installations) 
and that, although the dealers have no objection to the sale of beverages for 
social consumption at the base, they do strongly object to package store sales, 
because of the effect (decrease) on the commercial-stores business brought about 
by lower prices at the base stores, together with the large quantity transported 
from the base to Groton, New London, and other surrounding places; and that 


T Exhinit No. 6. 
§ Exhibit No. 7. 
* Exhibit No. 8. 
© Exhibit No. 9. 


35810—54—pt. 3-24 
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this practice is unfair competition by the installation (Government) with private 
industry. 


Excerpt From U.S. Navau SvuBMARINE BasE INSTRUCTIONS FOR 1953, CHapreR 
VIII, Section 1, Liquors 


8101. The Commissioned Officers’ Mess (Open), Warrant Officers’ Mess (Open 
and Chief Petty Officers’ Mess (Open) are authorized to sell liquors, wines and 
beer to members of their respective messes. Such spirits purchased must be 
transported by the individual making the purchase directly from the Base to the 
purchaser’s quarters. It is interpreted that quarters are the assigned public 
quarters and on-station housing on the Base, or the residence of the individual 
off the Base. 

8102. Authority is granted officers, enlisted and civilian personnel occupying 
public quarters and quarters in the on-station housing area to have in possession 
and serve alcoholic liquor in those quarters while in occupancy of such quarters, 

8103. Transportation of alcoholic liquors through the Base proper is permitted 
between the main gate and these quarters; however, consumption of same is 
restricted to occupants of public quarters and on-station housing units, and within 
those assigned quarters. 

8104. Inasmuch as there is no sale of spirituous liquor to enlisted men on the 
Submarine Base, those enlisted men who are occupants of on-station housing 
units and who desire to transport liquor from the main gate to the on-station 
housing unit assigned may obtain a pass in each specific instance from the Officer- 
of-the-Deck, who will verify the fact that the man is in reality an occupant of 
on-station housing. 

8105. The sale of beer is permitted in Navy Exchange, Marine Exchange and 
White Hat Club. Beer will not be sold in the White Hat Club on nights that 
dances are held in the White Hat Club proper. The sale of beer in the afore- 
mentioned places is limited to one can or bottie to any one person at a time 
The container must be opened before the transaction is completed. 

8106. Spirituous or fermented liquors will not be sold or served to minors 
(male or female person under the age of 21), at any place on the Submarine Base 

8107. Liquors, wines and beer are intoxicating beverages and will not be 
consumed by any Naval personnel while on watch or while a member of the duty 
section, unless so authorized by the Medical Officer. Civilian personnel employed 
at the Base are also forbidden to drink liquors, wines and beer while in a duty 
status (which includes lunch hours) and it is the responsibility of all clubs, messes, 
Navy Exchange and Marine Exchange Activities on the Base to ensure that such 
are not sold to civilians in such a status. 

8108. Enlisted men shall not have in their possession or bring liquor, wine or 
beer upon the base except as authorized above. 


State oF Connecticut Tax DEPARTMENT 
JANUARY 16, 1953. 
SpectaL Notice To ALCOHOLIC BEVERAGE DISTRIBUTORS 


This notice supplements the special notice dated November 10, 1952, sent to 
you concerning tax-exempt sales of alcoholic beverages to instrumentalities of the 
United States and more particularly to agencies of the United States Naval Sub- 
marine Base, New London, Conn. 

We have just received a letter from W. B. Sieglaff, captain, USN, commanding 
officer, United States Naval Submarine Base, New London, Conn., amending the 
list of the designated individuals authorized to sign tax-exemption certificates for 
sales of alcoholic beverages made to agencies at the base. Effective January 15, 
1953, the following persons are the only persons authorized to sign tax-exemption 
certificates for the agencies listed: 

Ens. James B. Fay, USN, for commissioned and warrant officers’ mess (open 
Lt. Comdr. T. H. Neal, USNR, for Navy exchange store. 
Lt. 8. LaMonte, USM, for marine post exchange. 
R. M. Lamoureux, ENC, USN, for chief petty officers’ mess. 
Wiuiiam F. CoNnNELLY, 
Tax Commissioner. 
By Ernest 8S. Goopricn, 
Director, Excise Division. 
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STATE OF Connecticut Tax DEPARTMENT 


JANUARY 30, 1953 


SreciaL Notick To ALconoiic Beverace Disrrisutors 


This notice supplements the special notices dated November 10, 1952, and 
January 16, 1953, sent to you concerning tax-exempt sales of alcoholic beverages 
to instrumentalities of the United States, and more particularly to agencies of 
the United States Naval Submarine Base, New London, Conn 

We have just received a letter from W. B. Sieglaff, captain, USN, commanding 
officer, United States Naval Submarine Base, New London, Conn., adding a 
name to the list of the designated individuals authorized to sign tax-exemption 
certificates for sales of alcoholic beverages made to agencies at the base. Effective 
January 27, 1953, the following person is the only person authorized to sign tax- 
exemption certificates for the agency added: 

Lt. Comdr. J. V. Jones, USN, for commissioned office :’ mess (closed 

Wituiam F. ConneE.ty, 
Tax Commissioner. 
3y Ernest 8. Goopricnu, 
Director. Excise Division 


BEVERAGE TAX SECTION, 
October 10, 1952. 
W. B. SieEGLAFF, 
Captain, United States Navy, Commanding Officer, 
United States Naval Submarine Base, 
Ne w London, Conn. 


Dear Str: Thank you for your letter of September 30, 1952, with which you 
enclosed a list of the names and signatures of all military personnel attached to 
the base who are authorized to sign State exemption certificates and to order 
alcoholic beverages and cigarettes for use on the base. 

As requested, we give you below all available information concerning the 
questionable tax exemption purchases by base personnel. The purchases were 
all made from the New London Fruit & Produce Co., Inc., at 376 Bank Street, 
New London, Conn. 

1. On July 22, 1952, C. M. Greer signed a tax-exemption certificate covering 
the purchase of 11 cases of twenty-four 12-ounce cans of Pabst beer listing the 
Federal instrumentality as Base Galley, Submarine Base, New London, Conn. 

2. On July 29, 1952, D. M. Mazzotti signed a tax-exemption certificate covering 
the purchase of 20 cases of twenty-four 12-ounce cans of Pabst beer listing the 
Federal instrumentality as Personne] Department, Submarine Base, New London, 
Conn. 

3. On July 31, 1952, R. E. Vizard signed a tax-exemption certificate covering 
the purchase of 3 cases of twenty-four 12-ounce cans of Pabst beer listing the 
Federal instrumentality as Recreation Department, Submarine Base, New London, 
Conn. 

It is believed that you may have omitted the officers’ club from the list of 
organizations authorized to purchase tax-exempt alcoholic beverages for use on 
the base. May we hear from you on this point? 

I wish to express my appreciation for your hospitality and cooperation on the 
oceasion of my recent visit to the base. 

Very truly yours, 


Wiiuiam F, ConngELLY, 
Tax Commissioner. 
By Ernest 8. Goopricn, 
Director, Excise Division. 


Unitep States NAVAL SUBMARINE Base, 
New London, Conn., October 17, 1952. 
Mr. Wixtuiam F. ConneE ty, 
Tax Commissioner, State of Connecticut, 
Tax Department, Hariford 15, Conn. 
(Attention: Mr. E. 8. Goodrich, Excise Director (Beverage Tax Section) 
Dear Sir: Referring to your letter of October 10, 1952, the data included 
therein enabled us to determine exactly how the purchases of beer by C. M. 
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Greer, D. M. Mazotti, and R. E. Vizard, took place. In all, three cases of beer 
were purchased for department picnics and the individual was not attempting 
to obtain tax-free beer for his own use. In the future, however, all hands will | 
conscious of the fact that beer may not be obtained in this manner. 

Your letter indicated that you thought we had omitted the officer representative 
of the officers’ club from our list of authorized signers. Lt. R. J. Cooke, authorized 
to sign for the commissioned officers’ mess, is the mess treasurer of the officers’ 
club, which is officially known by the lengthy title appearing under his name 

I am greatly relieved that the three sailors named above were not knowingly 
violating the laws of the State of Connecticut. Without your cooperation in 
this matter a miscarriage of justice might have been brought about. 

Thank you kindly for your prompt action in this matter. 

Sincerely yours, 
W. B. Srecuarr, 
Captain, USN, 


Commanding Officer. 


TAKEN FROM “Navy ExcHANGE MANUAL,” CHAPTER 2, Para 2725, 2c “Specran 
Taxes” 


c. Retail Dealers in Liquors. Retail dealers in liquors are subject to a tax of 
$50.00 per year. (IRC Sec. 3250 (b) (1).) Exchanges dealing in liquors are re- 
quired to keep a record in book form, or to keep all invoices of, and bills, for 
distilled spirits and wines received, the quantity thereof, from whom received 
and the date when received. Such records, invoices and bills shall be open to 
inspection during the usual Exchange hours of business by government officers 
upon identification and request. (IRC Sec. 3252 (b).) Such records, invoices 
and bills shall be kept for a period of two years after the time of the transactions 
to which they relate. (IRC Sec. 3252 (c).) 

d. Retail Dealers in Malt Liquors. Retail dealers in malt liquors are subject 
to a tax of $22 per year. (IRC Sec. 3250 (e) (1). Each main Exchange vend- 
ing malt liquors will be subject to payment of one $22 tax per year, regardless of 
the number of sales outlets existing on the Naval Station serviced by the main 
Exchange. Similarly, each branch Exchange of a main Exchange will be sub- 
ject to payment of one $22 tax per year, regardless of the number of sales outlets 
utilized by the branch Exchange in vending malt liquors. Location Exchanges 
operated wholly within the framework of a main or branch Exchange are not 
subject to a separate special tax, as a location Exchange is considered part of 
the main or Branch Exchange. Exchanges dealing in malt liquors are required 
to keep a record in book form, or to keep all invoices of, and bills for fermented 
malt liquors received, the quantity thereof, from whom received and the date 
when received. Such records, invoices and bills shall be open to inspection dur- 
ing the usual Exchange hours of business by government officers upon identifi- 
cation and request. (IRC Sec. 3252 (b)). Such records, invoices, and bil!s 
shall be kept for a period of two years after the time of the transactions to which 
they relate. (IRC Sec. 3252 (c).) 

e. Coin-Operated Amusement or Music Machines. Exchanges which maintain 
for use or permit the use of in places or premises occupied by them any amuse- 
ment or music machine operated by means of the insertion of a coin, token, or 
similar object, are subject to a tax of $10 per year, per machine. (IRC Secs. 
3267 (a) (1), (a) (8), and (b) (1).) This tax is not applicable to bona fide vend- 
ing machines in which are not incorporated gambling or amusement features. 

f. Wholesale Dealers in Liquors. Wholesale dealers in distilled spirits, wines 
or malt liquors are subject to a tax of $200.00 per year. (IRC Sec. 3250 (a) (1).) 
A Wholesale dealer is defined as a person who sells the aforementioned liquors 
or offers them for sale in quantities of five wine-gallons or more to the same 
person at the same time. (IRC Sec. 3254 (b).) 

g. Wholesale Dealers in Malt Liquors. Wholesale dealers in malt liquors are 
subject to a tax of $100.00 per year. (IRC Sec. 3250 (d) (1)). A wholesale 
dealer in malt liquors is defined as a person who sells, or offers for sale, malt 
liquors in quantities of five gallons or more (equal to 54 12-oz. cans or more), to 
the same person at the same time, and who does not deal in distilled spirits or 
wines at wholesale. 
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STATE OF CONNECTICUT, 
Tax DEPARTMENT, 
June 25, 1958. 
Mr. Puitre C. Carro.t, 
Investigator in Charge, General Accounting Office, 
Boston, Mass. 


Dear Mr. Carrouu: Yesterday I had the pleasure of discussing with your Mr. 
Charles F. Hasey, the sale of alcoholic beverages on Federal reservations in this 
State. The situation briefly is as follows: 

Under the Puck resolution, the States may not tax sales made to instrumentali- 
ties of the Federal Government. Under naval regulations, officers’ and petty 
officers’ clubs are allowed to serve and sell alcoholic beverages on the reservation. 
The Army, however, authorizes only the sale of beer on Army reservations. The 
Air Corps has made regulations by its commanding officers, which regulations I 

1 Cerstand are applicable only to certain jurisdiction over which the commanding 
cer issuing the regulations may have jurisdiction. 

\nder the provisions of section 5 of Public Law 51 of the 82d Congress, known 

the Universal Military Training Act, the Secretary of Defense is authorized to 
issie regulations concerning the ‘‘sale, consumption, possession of, or traffic in 
eer, Wine, or any other intoxicating liquors to or by members of the Armed 

yrces at or near any camp, post, or station.” 

On October 2, 1951, I wrote the Judge Advocate General inquiring whether or 
it the Secretary of Defense had complied with the provisions of Public Law 51 
sofar as issuing of the regulation is concerned. On October 17, 1951, I received 
letter from Brig. Gen. Pert E. Johnson, Acting Judge Advocate General, 
AF, in which he advised me that no regulations had been issued to that date. 
“tecause of the failure of the Defense Department to issue such regulations, there 
is confusion throughout the country as to the policy of the Defense Department, 
and commanding officers in several areas are issuing regulations that are not 
uniform. 

It is my opinion that if the Defense Department would issue a regulation pro- 
hibiting the removal of any alcoholic beverages from Federal installations, that 
the problem would be solved and that no additional legislation would be neces- 
sarv. 

Insofar as the State of Connecticut is concerned, the submarine base and the 
Coast Guard Academy allow the sale of alcoholic beverages to the presonnel. 
The submarine base allows the transportation of 1 gallon of alcoholic beverages 
off the reservation. There is, however, no limit on the number of times which 
an officer or enlisted man may take 1 gallon of alcohlic beverage off the reserva- 
tion. In other words, an officer might take 5 bottles off the reservation each day. 

I discussed this matter with the executive officer at the submarine base and he 
advised me that this privilege was allowed because of a provision in the Connecti- 
cut Liquor Control Act which allowed an individual to bring into this State, 
alcoholic beverages not in excess of 1 gallon for personal consumption. 

When this provision was placed in the Connecticut Liquor Control Act, it had 
reference to the importation of alcoholic beverages into this State from another 
State. It was not intended to cover shipments of alcoholic beverages into the 
State from Federal reservations located within the State. 

I have received excellent cooperation from the commanding officers at the 
submarine base and the Coast Guard. I do not believe, however, that it is a 
physical possibility for them to stop this large flow of alcoholic beverages into 
surrounding towns of the State if they continue to sell aleoholic beverages by the 
bottle and if allowed, such sales should be restricted to personnel living on the 
reservation, or sold at officers’ and enlisted men’s clubs by the drink. 

The sale of unstamped cigarettes is one that is giving us a great deal of trouble. 
We have a case pending at the present time, where ship stores cigarettes were 
sold in a vending machine in Hartford, when the nearest Federal installation is 
45 miles from Hartford. How serious this loss in Federal and State revenue from 
such sales is, is difficult to estimate. I believe, however, that it should be stopped 
as soon as possible. 

If there is any further information you would like in this matter, do not hesitate 
to write. 

Very truly yours, 


Ernest 8. Goopricu, 
Director, Excise Division. 
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OcTOBER 24, 1951 
Deps MENT OF THI 
He uiquart: in 
-. i. 
Attention: Brig. Gen. Bert E. Johnsor 


GENTLEMEN: Re ‘ipt is acknowledged of your letter of October 17, 1951. The 
sale in question ~.«: made to the 103d Fighter Wing (Group), Army Air Force, 
Brainard Field, artford, Conn. We are also interested in sales made at the 
Coast Guard Academy, New London, and the United States Submarine Base 
New London 

It is our understanding that at the submarine base sales are made at officers’ 
and enlisted men’s clubs, and in addition a package store is operated where 
personnel may purchase alcoholic beverages in any quantity desired. An in- 
vestigation by this office disclosed that in a number of instances purchases in 
case lots were made and the alcoholic beverages transported to the homes of the 
men in New London and surrounding towns. It would seem that if sales are 
permitted at the clubs operated at these installations, the sales would be confined 
to alcoholic beverages to be consumed on the reservation and that the transfer of 
alcoholic beverages off the reservation would be prohibited. 

As a matter of fact it is illegal to transport non-tax-paid alcoholic beverages in 
the State, but our relationship with the Coast Guard and the submarine base 
and other branches of the armed services have been so cordial that we would not 
under any circumstances embarrass the personnel of the Armed Forces. We do 
feel, however, that with cooperation on both sides, this matter can be corrected 
in an amicable way. 

Very truly yours, 


’ 
Tax Commissioner. 


OcTOBER 17, 1951. 
Hon. Wiiu1amM F. CONNELLY, 
Tax Commissioner, State of Connecticut, 
Hartford 15, Conn. 

DraR Mr. ConneE.Lty: In the absence of General Harmon, your letter of 
October 2, 1951, has been referred to me for reply. 

As you have noted, section 5 of Public Law 51 of the 82d Congress, popularly 
known as the Universal Military Training Act, has authorized the Secretary of 
Defense to issue regulations concerning the “‘sale, consumption, possession of, or 
traffic in beer, wine, or any other intoxicating liquors to or by members of the 
Armed Forces at or near any camp, post, orstation.”’ As of this date the Secretary 
of Defense has not issued the regulations contemplated by this act. When these 
regulations are issued we will be pleased to forward them to you. 

In order to answer your question with regard to taxability of sales of distilled 
liquors it would be appreciated if you would advise the name and location of the 
installation with which you are concerned. You will appreciate the fact that the 
answer to this problem may very well depend upon the nature of the installation 
involved. 

Sincerely, 
Bert E. JOHNSON, 
Brigadier General, USAF, 
Acting The Judge Advocate General, USAF. 


Exuisir No. 12 
GENERAL AccoUNTING OrFricE, OFFICE OF INVESTIGATIONS 


Report No. I-18152-WN-1 


REPORT OF INVESTIGATIVE SurvEY CovEeRING THE SALE or ALCOHCLIC BEVER- 
aces, Botuinc Arr Force Base, Wasurneton, D. C. 


Alcoholic beverages are sold on the base by the officers’ mess (open) (herein- 
after called the officers’ club) the noncommissioned officers’ mess (open) (herein- 
after called the NCO club), and the base exchange. 
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OFFICERS’ CLUB 


Liquor stocks are obtaining through local distributors by the officers’ club 
d liquor is sold for consumption on the premises Members are not permitted 
» bring liquor into the officers’ club and package sales to take out are not made. 
2. Liquor sales are made to members for themselves and their guests and to 
isitors from other clubs. Liquor sales are not made until identification has been 
mnished. The officers’ club will set up a special bar to serve a private party 
nd charge the member bottle rates for the liquor served to the members of the 
uty. 

3. Two internal revenue special tax stamps, one for the sale of liquor ($50) and 
the other for the sale of malt liquor ($22), were displayed at the bar evidencing 
payment of the special Federal excise taxes for the current fiscal vear as required 

26 United States Code 3254 and 3273. Federal taxes on liquors are paid 

the distributors or manufacturers, The officers’ club has been exempt from 
District of Columbia taxes on liquors since October 1, 1952. 

1. The cost to the Government is as follows: 

a) A small part of the builaing occupied by the officers’ club is used for bars 
and liquor storage space. 

b) Only a small part of the time of the three officers assigned to the manage- 
ment of the offic.rs’ club is spent in supervising the acquisition, storage, and 
sale of liquors. Enlisted personnel are only used as cashiers during their off-duty 
hours for which they are paid additional compensation. 

5. No Federal officer or employee improperly benefits from the sale of alcoholic 
beverages by the officers’ club. 

6. Special Regulations 210—55-20 (A. F. R. 176-10) authorize the sale of State 
tax-free beer by nonappropriated fund activities. No written authority for the 
sale of wine and whisky could be produced. 


NCO CLUB 


1. Liquor stocks are purchased through local representatives of the distillers 
and wholesalers by the NCO club and sold through bar sales for consumption on 
the premises. Members are not permitted to bring liquor with them. 

2. All members of the NCO elub and their guests can purchase liquor at the 
bar and on special occasions they have open house. Package sales are not 
made. 

3. Federal taxes on liquors are paid by the distillers or wholesalers and in- 
cluded in the cost of the liquor to the NCO club. However, they are exempt 
from the District of Columbia tax on liquors. An internal revenue special tax 
stamp for the sale of liquor ($50) was displayed at the bar evidencing payment 
of the special Federal excise taxes for the current fiscal year as required by 26 
United States Code 3254 and 3273. 

4. Only a small part of the time of T. Sgt. John N. Fontaine, who supervises 
the operation of the NCO club and is the only military person involved in its 
operation, is devoted to the purchase, sale, and storage of liquor. 

5. No Federal officer or employee improperly benefits from the sale of alcoholic 
beverages. 

6. Special Regulations 210-55-20 (A. F. R. 176-10) authorize the sale of 
state tax-free beer by nonappropriated fund activities but no authority for the 
sale of wine and whisky could be cited. 


BASE EXCHANGE 


1. The base exchange purchases beer through local representatives of breweries 
and wholesalers which is sold at two snack and beer bars on the base (Buildings 
317 and 813) and at Suitland Hall, Suitland, Md., for consumption on the 
premises and bulk sales are made at the exchange beverage store. No other 
liquors are handled. 

2. Sales at the snack and beer bars are made to military personnel and their 
guests between the hours of 4:30 and 10 p. m. Sales at the beverage store are 
limited to class A card holders. 

3. Federal taxes are paid by the distillers and wholesalers. The base ex- 
change is exempt from payment of District of Columbia taxes on beer. Mr. 
Vabolis, general manager, base exchange, stated that they had two internal 
revenue special tax stamps for the sale of malt liquor ($22) as required by 26 
United States Code 3254. One stamp covers the sale of beer on the Bolling Air 
Force Base and the other for the sale of beer at Suitland Hall, Suitland, Md. 
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4. The cost to the Government consists of the space utilized for sale and storage 
of beer. The base exchange officer and his assistant, Captain Harn, who spend 
only a small part of their time in supervising the sale of beer, are the only military 
personnel involved in the operation of the base exchange, except enlisted per- 
sonnel employed during off-duty hours. 

5. No Federal officer or employee improperly benefits from the sale of beer by 
the base exchange. : 

6. The authority for the base exchange to sell beer was cited as AFR 147-7 
and 147-8. 

Inquiry made in connection with item 3 disclosed that the Commissioners, 
District of Columbia, approved on June 20, 1952, the exemption of Army and 
Air Force exchanges from the payment of taxes on resales of beer. This action 
confirmed an opinion by the corporation counsel dated May 29, 1952. "his 
decision has been applied by the Assessor, District of Columbia, to off ces’ and 
noncommissioned officers’ messes, clubs, etc., on Government proper’’ in the 
District of Columbia, effective October 1, 1952. A copy of the decision i 
tached as exhibit No. 1. 

The District of Columbia sales tax has been waived under the provisions of 
Public Law 76, 8ist Congress (63 Stat. 112). 

Beer sold in the State of Maryland is exempt from State tax by article 2B, 
section 74, Annotated Code of the Public General Laws of Maryland, 1951 edition. 
Copy attached as exhibit No. 2. 

Authority for the sale of spirituous liquors by nonappropriated fund activities 
at Bolling Air Force Base was discussed with the commanding officer, Head- 
quarters Command, United States Air Force, and he stated that while he did 
not know of any regulation authorizing the sale of spirituous liquors, he did not 
know of any law or regulation prohibiting such sales. 

Section 38 of the act of February 2, 1901 (31 Stat. 758, (10 U. 8. C. 1350)), pro- 
hibits the sale or dealing in beer, wine, or any intoxicating liquors upon any 
premises used for military purposes by the United States. The Secretary of War 
was directed to carry out the provisions of the section into full force and effect. 

The title of the Secretary of War was changed to Secretary of the Army by 
act July 26, 1947, section 205 (a) (61 Stat. 501). 

Since the act of July 26, 1947 (61 Stat. 495-510 inclusive), created the Depart- 
ment of the Air Force by transfer of property, personnel, etc., there is for con- 
sideration, whether the act of February 2, 1901, is applicable to the Department 
of the Air Force installations. 


Navy 29, 1952. 

To: The Commissioners. 

Re: Request of Army and Air Force Exchange Service for exemption from the 
District of Columbia beer tax as it affects the Army and Air Force Exchange 
Service activities in the District of Columbia. 

In a letter to the Commissioners, dated October 5, 1951, Robert M. Hunter, 
of the Legal Branch of the Army and Air Force Exchange Service, requested 
exemption from the tax on beer for the exchange services on the following grounds: 

(1) Exchange services are entitled to exemption under the terms of the statute; 

(2) Exchange services are instrumentalities of the Federal Government; and 

(3) Payment of the District of Columbia beer taxes by the exchanges results 
in an unconstitutional burden on a Federal function. 

The controlling law is to be found in the act of May 16, 1938 (52 Stat. 376, ch 
233, sec. 8 (sec. 25-138, D. C. Code, 1940 ed.)), as amended by title V, section 
508, of the District of Columbia Revenue Act of 1949! which imposes a tax ‘‘on 
all beer sold by the holder of a manufacturer’s or wholesaler’s license * * * except 
such beer as may be sold to a dealer licensed under the laws of any State or Ter- 
ritory of the United States and not licensed under this chapter * * *.” 

A previous opinion 2 of this office approved by the Commissioners on January 
17, 1936, presented a somewhat related question to the one now before us.* In 
that opinion, by a process of statutory construction, we reached the conclusion 
that the holder of a manufacturer’s or wholesaler’s license could sell to persons 
and associations dealing legitimately in alcoholic beverages on naval reservations 
and that the District of Columbia tax did not attach to beverages sold to such 

1 Public Law 76, 8ist Cong., lst sess., approved May 27, 1949. 
? Opinion dated January 2, 1936, file 600 231/58. 

The opinion dealt specifically with officers’ messes and the like on naval reservations. Marine post 

exchanges, ships’ stores, officers’ clubs, noncommissioned officers’ clubs and messes have been held to occupy 


the same status as the Army post exchanges (United States v. Ouary, et al., 37 F. Supp. 972, aff’d 121 F. 2d 
631, Cert. den. 314 U. S. 685, 56 L. Ed, 548, 62 8. Ct. 295). 
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nstallations beyond the District of Columbia and that the alcoholic beverage 
tax did attach to beverages sold to installations within the District of Columbia. 

Since our opinion of January 2, 1936, supra, the exchange services have been 
recognized as component parts of the Army and Air Force and as constituting 
instrumentalities of the United States Government. In Standard Oil Cempany 
of California v. Johnson (316 U. 8. 461), the Supreme Court had the following to 
say with reference to post exchanges: 

‘“* * * we conclude that post exchanges as now operated are arms of the 
Government deemed by it essential for the performance of governmental functions. 
They are integral parts of the War Department, share in fulfilling the duties 
entrusted to it, and partake of whatever immunities it may have under the 
Constitution and Federal statutes. * * *” 

In view of the holding in the Standard Oil case, supra, that exchanges are 
instrumentalities of the Federal Government, it must clearly appear that the 
United States intended to tax itself in order to reach the conclusion that our 
opinion with reference to taxability of beer sold to exchanges within the District 
of Columbia should be adhered to. Congress is the supreme legislative body of 
the District of Columbia,‘ and our interpretation of the act of May 16, 1936, 
supra, must be made accordingly. Certainly Congress did not intend to except 
from taxation beer sold by licensed manufacturers and wholesalers to exchange 
services in other jurisdictions and yet impose a tax if delivery of beer were made 
to exchange services within the District of Columbia. The character of the 
transactions would be the same in both instances, and substance and not form 
should control (District of Columbia v. American Oil Company, 59 App. D. C. 
260, 39 F. 2d 510). The exchange services, no matter where located, enjoy the 
same status as governmental instrumentalities. 

In view of the Standard Oil case, supra, and our interpretation of the Alcoholic 
Beverage Control Act in light of that case, it is the opinion of this office that 
the holder of a manufacturer’s or wholesaler’s license who sells beer to exchange 
services in the District of Columbia is exempt from the beer tax under the provi- 
sions of the act of May 16, 1936, supra.5 

Point (2) of the letter of inquiry has been discussed in the body of the opinion 
and in view of our conclusion there is no need for discussing point (3). 


RECOMMENDATION 


It is recommended that the Army and Air Force Exchange Service, through 
Robert H. Hunter of the Legal Branch, the Assessor, District of Columbia, the 
Collector of Taxes, District of Columbia, and the Alcoholic Beverage Control 
Board, District of Columbia, be advised in accordance with this opinion. 

VERNON E. West, 
Corporation Counsel, District of Columbia. 


Approved by the Commissioners of the District of Columbia, sitting as a board, 
June 20, 1952. 
G. M. Tuornett, Secretary. 


EXxcERPT FROM THE ANNOTATED CopE OF THE PuBLIC GENERAL LAWS OF 
MARYLAND (1951) 


ARTICLE 2B, ALCOHOLIC BEVERAGES 


Section 74. (Sates To FrpeRAL ReserRvATIONS.) The provisions of this 
Article shall not be construed to prevent the sale and delivery of alcholic beverages 
by manufacturers and wholesalers to persons permitted by proper authority or 
authorities of the United States to purchase alcoholic beverages for use only on the 
Federal Reservation in this State where such persons are assigned without pay- 
ment of the taxes on the wine and liquor; and in the case of beer upon which the 
tax has been paid at the time of purchase, a refund of the tax shall be made after 
approval by the Comptroller upon proper application therefor filed within ninety 
(90) days from date of purchase. Provided, however, the Comptroller may 
require his approval of each order of wine or distilled spirits before the purchase 
or delivery of same. 


4 United States Constitution, art. I, sec. 8, Heild v. District of Columbia (71 App. D. C, 306, 110 F. 2d 
246), Neyes v. United States (73 App. D. C. 278, 119 F, 2d 444, cert. dem, 314 U. 8. 636). 

5 Such exemption does not, however, apply to concessionaires at post exchanges by virtue of par. 4b (2) 
of the joint regulation of the Army and Air Force SR 60-10-1, AFR 147-S, which provides ‘‘that the con- 
cessionaire assumes complete liability for all taxes applicable to the property, income, and transactions of 
the concessionaire.” 
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GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152~WN-1 Supplemental 


SuPpPLEMENTAL Report OF INVESTIGATIVE SURVEY COVERING THE SALE or 
ALCOHOLIC BEVERAGES, BoLturnc Air Force Bast, Wasnineton, D. C. 


Inspection of bulk stock of spirituous beverages disclosed that tax stamps of 
the District of Columbia were not affixed to the bottles. 


Exuipit No. 13 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—-WN-4 


Report OF INVESTIGATIVE SuRVEY COVERING THE SALE OF ALCOHOLIC 
BEVERAGES, Fort Lestey J. McNair, DEPARTMENT OF THE ARMY, WASHING- 
Tron, D. C. 


4 survey of the sale of alcoholic beverages at Fort Lesley J. McNair, Washing- 
ton, D. C., has been completed. 

Col. N. R. Jackson, commanding officer, was informed of the purpose of the 
survey. Mr. Charles R. White, W. O., assistant mess officer and locker fund 
officer, was interviewed in connection with the handling of alcoholic beverages 
on the post. 

i. An outline of operations at the club, as conducted to the present time, 
follows: 

Club members are permitted to bring bottles of liquor (purchased by private 
transaction), onto the post and store them in lockers. Officers may then purchase 
setups and consume their own liquor. 

4 so-called bottle club has also been in operation. Any member of the officers’ 
club is eligible for membership upon payment of a $10 entrance fee. 

Liquor, said to have a value of approximately $3,000, was on hand at time of 
the interview. 

The locker fund officer (in charge of bottle club operations) purchases liquor 
in quantities, usually from distillers, and pays for it after delivery on a 30-day 
charge basis. 

No liquor is sold by the bottle at the club. It is sold by the drink and can be 
paid for in cash or by the use of meal coupons sold by the officers’ club. Such 
coupons are exchanged for cash from officers’ club funds by the locker fund 
officer. 

Funds received from membership fees and sales of drinks are used to pay the 
distillers’ bills. 

This procedure is to be changed on or about July 1, 1953, to conform with 
instructions issued by Headquarters, Military District of Washington. A copy 
of such instructions entitled ‘Operation of Liquor Locker Systems,” is attached 
as exhibit No. 1. 

The intent of these regulations is to theoretically cause title to the liquor to 
pass to the consumer (through the locker fund officer), off the post before delivery 
is made. 

2. Sales are made only to officer club members and/or their guests. 

3. Tax stamps are affixed to all bottles, by the dealers, before deliveries are 
made. A Federal special tax stamp (tax receipt and not a license), was procured 
by the club for the fiscal year 1953. No local permits or licenses have been 
secured because the club is located on an Army reservation. 

4. Mr. White divides his official time between his duties as assistant mess 
officer and locker fund officer. It was stated that no enlisted personnel are 
regularly assigned to duty in connection with liquor operations. 

5. There was no evidence of improper purchases or sales of liquor by any 
employee. 

6. The authority for the handling of liquor on the post (for future operations) 
is contained in regulations previously referred to. 

Attention is invited to section 2 (a) of the regulations which provides: ‘The 
liquor control or locker fund officer must not be the club or mess officer.” 

It was noted that Mr. White serves both as assistant mess officer and locker 
fund officer. 

There is no noncommissioned officers’ club on the post. 
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GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—W N-—4 Supplemental 


SuPPLEMENTAL REPORT OF INVESTIGATIVE SURVEY COVERING THE SALE OF 
ALCOHOLIC BEVERAGES, Fort Les.tey J. McNarr, DEPARTMENT OF THE ARMY, 
WASHINGTON, D. C. 


Inspection of bulk stock of spirituous liquors disclosed that tax stamps of the 
District of Columbia were not affixed to the bottles. However, it was learned 
from the officer in charge that occasionally purchases of liquors were made from 
local retailers, which bore District of Columbia tax stamps. 


Exuinit No. 14 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—W N-3 


RevoRT OF INVESTIGATIVE SuRVEY COVERING THE SALE or ALcononic BrEvy- 
ERAGES, WALTER REED ARMy MepicaL CENTER, WASHINGTON, D. C 


Spirituous liquors are not retailed by any of the nonappropriated fund activities 
Walter Reed Army Medical Center (hereinafter called the center), due to an act 
of the 56th Congress (1901), U. S. Stat. 31-758: 10 U.S. C. 1350, which prohibits 
the sale, or dealing in beer, wine, or any intoxicating liquors, upon any premises 
used for military purposes. However, in spite of the provisions of this act beer 
is sold by the following nonappropriated fund activities: 

Officers’ mess (open). 
Noncommissioned officers’ mess (open). 
Post exchange. 

Concessionaire for food service. 

Army and Air Force regulations (SR 210—55-20—AFR 176-10), permit the 
sale of tax-free beer by nonappropriated fund activities and paragraph 3 authorizes 
the sale in bulk, of State tax-free beer by exchanges. 


OFFICERS’ MESS (OPEN) 


1. Channels through which beer is obtained for the officers’ mess are the various 
wholesale distributors of beer in the Washington, D. C., area. 

Capt. M. J. Newman, Infantry, United States Army, officer in charge, advised 
that no liquor is sold, however, members (approximate!y 800), can bring in their 
own bottles of liquor and purchase set-ups. There are two bars or places where 
beer can be purchased, either draft, bottle, or in cans. 

A copy of notice, dated May 15, 1953, to all members of the officers’ open mess, 
is attached as exhibit No. 1. The real purpose of the meeting was for discussing 
some method of operating a locker fund for the storing of liquor for members. 

2. Sale of beer is limited to members and to guests when accompanied by 
members. Members must purchase and pay for beer for their guests. 

3. The adverse impact on the Federal, State, or local tax structure by evasion 
of required payment of taxes, dealers’ permits, licenses, etc., is as follows: 

Federal taxes are paid by the distributor, or wholesaler. An internal revenue 
special Federal excise tax stamp, costing $22 is purchased yearly for the mess, as 
provided for in 26 United States Code 3254, and displaved in accordance with 
26 United States Code 3273. 

District of Columbia tax on beer was exempted on nonappropriated fund 
activities of military establishments located in the District of Columbia as of 
October 1, 1952. This exemption was based upon an opinion, dated May 29, 
1952, by the Corporation Counsel of the District of Columbia and approved by 
the Commissioners, District of Columbia, on June 20, 1952, exempting Army 
and Air Force Exchange Service from the payment of taxes on resale of beer. 
This decision has been applied by the Assessor, District of Columbia, to officers’ 
and noncommissioned officers’ messes and clubs, etec., on United States property 
in the District of Columbia. 

The District of Columbia sales tax has been waived under the provisions of 
Public Law No. 76, 81st Congress (63 Stat. 112, sec. 128.) 
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1. The cost to the Government is as follows: 

(1) A small part of the building used for the officers’ mess (open) is set aside 
for bars and storage space. 

(2) Captain Newman is assigned full time to the management of the mess: 
however, he reported that only a small part of his time is spent in supervising the 
acquisition, storage and sale of beer. No other officer or enlisted personne! js 
assigned to the officers’ mess. 

5. Captain Newman advised that no Federal officer or employee improperly 
benefits from the sale of beer by the officers’ mess. 

6. No written authority could be produced for the sale of beer, other than the 
regulations mentioned hereinbefore. 


NONCOMMISSIONED OFFIC ERS’ MESS (OPEN) 


1. The noncommissioned officers’ mess (open) of the center, has a branch 
located at the center’s convalescent patients annex, Forest Glen, Md. 

Beer is purchased for resale from the various wholesale distributors in the 
Washington, D. C., area. 

M. Sgt. Robert C. Jones, secretary and manager of the mess, advised that 
liquor is not sold; however, a member can rent a locker and keep liquor in it for 
his personal use and for the use of his guests. Only two guests per member are 
allowed. 

No liquor is allowed in the branch noncommissioned officers’ mess, Forest 
Glen, Md.; however, beer is retailed in a similar manner as at the center. 

2. The sale of beer at the center and Forest Glen is limited to members and to 
guests. Guests as well as members must be identified before making purchases. 

3. The adverse impact on Federal, State or local tax structure by evasion of 
required payment of taxes, dealers’ permits, licenses, etc., is reported under part 
3, officers’ mess, with the exception that beer delivered to the branch, noncom- 
missioned officers’ mess, Forest Glen is exempt from the Maryland State tax by 
article 2B, section 74, Annotated Code of the Public General Laws of Marvland, 
1951 edition. Copy of section 74 attached as exhibit No. 2. 

4. The cost to the Government is as follows: 

(1) A small part of a frame building is used for storage, locker space and bar 
or counter. 

(2) M. Sgt. Robert C. Jones is assigned full time vo the management of the 
mess, however, only a small part of his time is spent on supervising the acquisition, 
storage and sale of beer. Other noncommissioned officers working in the mess 
are on a part-time basis following the performance of their regular assigned duties. 

5. Sergeant Jones advised that no Federal officer or employee improperly 
benefits from the sale of beer. Sergeant Jones is paid $90 per month from mess 
funds for being secretary and manager of the mess in accordance with SR 210-60 
(IIT)-16. 

6. Sergeanc Jones advised that the sale of beer was under the authority of 
Army regulations, however, he could not cite sucn regulations. SR 210-55-20 
AFR 176-10 authorizes the sale of tax-free beer by nonappropriated fund 
activities, 

POST EXCHANGE 


1. The post exchange does not sell alcoholic beverages at the center. Beer is 
secured in cases from the Army Quartermaster Depot, Cameron Station, Alexan- 
dria, Va., for distribution to Battery 36 AA Group, Batteries A, B, C and D. 

2. The beer is sold by branch exchanges attached to the various batteries, to 
military persons only. 

3. No taxes, either Federal or District of Columbia, are paid on beer sold to 
the military persons attached to these batteries. This matver was discussed 
with Mr. 8. P. Nelson, of the Baltimore field office of the Bureau of Internal 
Revenue and he advised that he would check into the matter of special Federal 
excise tax stamps for these branch exchanges. 


CONCESSIONAIRE FOR FOOD SERVICE 


1. The Cleaves Food Service Corp., 8616 Georgia Avenue, Silver Spring, Md., 
operate two cafeterias at the center and a snack bar at the center’s convalescent 
annex, Forest Glen, Md., under the terms of a contract with the Army and Air 
Force Exchange Service. Beer is sold 1 hour per day at the (1) greenhouse cafe- 
teria at the center, and (2) convalescent annex, Forest Glen, Md. 
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Beer is purchased by the concessionaire from wholesale beer distributors in the 
Washington area. 

2. Sale of beer is not limited to persons in uniforms, however it is limited to 
3 bottles or cans to 1 personin 1 day. This limit is set by the commanding officer 
of the center, 

3. Mr. Charles R. Simpson, comptroller of the Cleaves Food Service Corp., 
advised that he assumed that the Federal tax is paid by the beer distributors. 
Two Internal Revenue special Federal excise stamps were purchased July 8, 1952, 
for fiseal vear 1953 and are displayed at the locations where beer is sold. Mr. 
Simpson further advised that the District of Columbia retail sale tax was not paid 
on the beer sold at its cafeteria at the center. 

4. There is no direct cost to the Government for handling or selling beer in the 
cafeterias as it is handled and sold by civilian employees of the concessionaire. 

5. No Federal officer or employee improperly benefits from the sale of beer. 

6. No written authority from the Army in the instance of the concessionaire 
could be produced for the sale of beer on Government property. 


GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—W N-3 Supplemental 


SuPPLEMENTAL Report OF INVESTIGATIVE SuRVEY COVERING THE SALE OF 
ALCOHOLIC BEVERAGES, WALTER ReEepD ARMy Mepicat CentER, WASHING- 
ton, D. C. 


WALTER REED ARMY MEDICAL CENTER LOCKER FUND 


Organization 

The Walter Reed Army Medical Center locker fund (hereinafter called the 
locker fund) was established July 1, 1953. Two hundred and twenty-four mem- 
bers of the officers’ mess (open) joined together under certain articles of confed- 
eration, resolutions, and by-laws (copies of these will be forwarded to this office 
as soon as they are finally approved by the commanding officer of the center), to 
operate a locker fund. Seven members were selected and are known as the 
locker fund council. The council in turn, elected Col. Kermit Yates, deputy 
post commander of the Walter Reed Army Medical Center as chairman, and 
Capt. W. P. Chambers, safety director of the center was elected recorder and 
locker fund officer. The locker fund officer reported that he spends an average 
of 2 hours each day on locker fund business. 

One civilian employee, who is paid from the locker fund, is employed full time 
in the locker room, and the part-time service of a sergeant is used in the evenings 
to assist in the locker room and for custodial services. He is paid at the rate of 
$0.92 per hour from the locker fund. 

The locker room occupies a room approximately 10 by 20 by 6 feet, in the 
basement of the building occupied by the officers’ mess (open). 

A performance bond in the amount of $5,000 covering the locker-fund officer 
and the employees is paid for from proceeds of the locker fund. 


Operations 


Any member of the officers’ mess (open), in good standing, is eligible to join 
the locker fund upon the payment of a $10 deposit. The deposit is used to pur- 
chase alcoholic beverages off the center. After purchase is made, the liquor is 
brought to the locker room and stored for the benefit of the members of the 
locker fund. 

Liquor is purchased from the following sources: distilleries, wholesalers, retailers 

A tew orders have been placed with Hiram Walker, Inc., Schenley, National 
Distilleries and the Calvert Co. Orders are placed for three cases at a time, 
prepaid, delivery at the point of shipment. ‘ihe locker fund officer advised it 
takes approximately 3 weeks to secure delivery from a distiller, therefore, most 
purchases of liquor had been made from local wholesale and retail sources. He 
further stated that in some instances liquor could be purchased from retail sources 
for less that it could be purchased from wholesalers and distilleries. 

After a member has deposited $10 he is given either a cherry or blue colored 
coupon book, which denotes that the member has a proprietary interest in a given 
range of alcoholic beverages. ‘lhe cherry colored coupon books are good for the 
purchase by the drink of straight bourbon, blended whiskies, and gin. ‘lhe blue 
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colored books are good for the purchase by the drink of bottled in bond, Scote} 
and Canadian blends of whisky. The present price is $0.35 per drink, however 
the price is subject to change depending on the number of drinks sold and the 
expense of operating the locker fund 

A member of the locker fund desiring to purchase up to 1 gallon of liquor car 
arrange with the locker fund officer to make the purchase off the center and have 
it stored in the locker room until such time as he desires to use it. In order to 
purchase more than | gallon of liquor at a time, a written request must be sub- 
mitted to the council and acted upon favorably by the council before purchase wil] 
be made. Deposit of the necessary funds must be made before the liquor 
purchased 


Purpose of the locker fund 

The locker fund officer advised that the purpose of the locke: fund was for th: 
convenience of members of the locker fund, who might not desire to purchase a 
bottle of liquor at one time, or to be bothered with personally carrving a bottle 
into the officers’ mess (open) at meal time, or at parties. Also, a member might 
be attending a party and run out of liquor and need only 1 or 2 drinks before the 
evening isover. The manner of operating the locker fund does not save a member 
any thing as it is necessary to sell the liquor at a price not only to return the cost 
of the liquor, but at a sufficient additional amount to meet the expense of the 
locker fund 


GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152-WN-3 Supplemental 


SUPPLEMENTAL Report OF INVESTIGATIVE SURVEY COVERING THE SALE oF 
ALCOHOLIC BEVERAGES, WALTER REED ArMy MEDICAL CENTER, WASHINGTON, 
D. C. 


Inspection of bulk stock of spirituous beverages disclosed that tax stamps of 
the District of Columbia were not affixed to the bottles. 


Exuipit No. 15 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—AT-—4 


INVESTIGATIVE SURVEY OF THE SALE oF ALCOHOLIC BEVERAGES AT MacDIu 
Arr Force Base, Tampa, Fua. 


INTRODUCTION 


There is submitted herewith report of an investigative survey of the sale of 
alcoholic beverages at MacDill Air Force Base, Tampa, Fla. 


BASIS FOR INVESTIGATIVE SURVEY 


The basis for this investigative survey is a letter dated May 13, 1953, addressed 
to the Comptroller General of the United States by Representative Cecil M 
Harden, chairman, Intergovernmental Relations Subcommittee of the Committee 
on Government Operations, 83d Congress of the United States. 


LEGAL AUTHORITY FOR THE SALE OF ALCOHOLIC BEVERAGES 


According to the base commander, Col. B. H. Merchant, there is no specific 
legal authority for the sale of alcoholic beverages at MacDill Air Force Base. 
In the absence of Air Force regulations prohibiting the sale of alcoholic bever- 
ages on the base, the base commander assumes that the sale of such beverages is 
permitted.' 
LIQUOR 


There are only two places at MacDill Air Force Base engaged in selling liquor: 
1. Officers’ open mess (officers club). 
2. Noncommissioned officers’ open mess (NCO club). 


| Exbibit 1. Air Force Regulations 176-11, sec. ['V—Operation. 
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Each club has a bar and package store. Until recently, the NCO elub main- 
tained a ‘“‘branch”’ club, with bar and package store, for Negroes. The branch 
and parent club are now combined (June 1953 

Examination of the books of account and supporting documents showed that 
both clubs purchase their liquor stocks directly from wholesalers and distributors 
in Tampa, Fla. Payments for liquor purchases are made directly from club funds 


EXTENT OF SALES 


Sales of alcoholic beverages by both clubs are limited to club members. 

The officers’ club has more than 1,000 members—active and retired officers as 
well as certain civilians on duty status at the base. 

As at June 30, 1953, there v ere 2,068 members in the noncommissioned officers’ 

Membership is limited to active and retired staff sergeants, technical 

sergeants, and master sergeants. Certain civilians are designated as honorary 
members, but they take no active part in club activities, according to the club 
steward, Sergeant Weaver. 

During the calendar year 1952, liquor sales at both clubs totaled $224,500, with 
a resulting net profit of $44,000. 

TAXES 


The MacDill Air Force Base is adjacent to Tampa, Fla. Since it is a Govern- 
ment reservation, it is not under the jurisdiction of city, county, or State. 

The Florida State sales tax of 3 percent is not collected by either club. 

The Federal retail liquor dealer tax of $50 is paid annually by each club to the 
United States Bureau of Internal Revenue. Before consolidation of the parent 
and branch (Negro) clubs, the \CO club paid an additional $50 for the branch 

The State of Florida exempts the base from payment of the 3 percent State 
tax on beer purchases. There are several places on the base where beer is sold: 

Main exchange store and its branches 
Beer bar (rathskeller) 

Service station 

Officers’ club 

NCO club 

MacDill AFB golf club 

Base billeting office 

With regard to liquor and wine, which are sold only at the officers’ club and 
NCO club, all Federal and State taxes are included in the wholesale prices paid 
by the clubs. 

LICENSES 


Annual license fees for liquor-selling clubs comparable to the officers’ club and 
NCO club are as follows: 


State, Florida 
County, Hillsborough 
City, Tampa 


De naicviin xnnecl 7! 


The officers’ club and NCO club, being on a Government reservation, pay 
none of these license fees. 


COST TO THE GOVERN MENT 


The cost to the Government resulting from the utilization of enlisted or officer 
personnel in Government time in the management and general operation of the 
liquor-dispensing activities is set forth below: 


Time devoted 
to liquor-dis-| Cast to 
pensing acti- | Government 


| Annual pay 
and allow- 
ances 


Percent 
Maj. C. A. Paterson, Secretary, officers’ club | $6, 000. 00 | 5 | $300. 00 
M, Sgt. James C. Weaver, club steward, NCO club.. ; $4, 098. 12 | f 2, 049. 06 


2, 349. 06 
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In addition to his military pay, Sergeant Weaver receives $90 each month from 
the NCO club for his services. 

Enlisted personnel are employed in both clubs as bartenders, but examination 
of timecards showed that they are employed only during off-duty hours. The 
bars at both clubs do not open until 4 p. m. (Monday through Friday.) © 

These bartenders do not work every afternoon and evening, for they are 
limited to monthly earnings of $90, paid from club funds. The periods of 
employment are either alternated or staggered. 


IMPROPER BENEFITS 


Investigation did not disclose any Federal officer or employee improperly 
benefiting by purchasing liquor at wholesale prices and selling it to the members 
or the club at a profit to himself. 


Arm Force ReGuLATIONS 176-11 


SECTION IV—OPERATION 
20. AcTIVITIES 

(a) Within its resources an open mess may provide such facilities, equipment, 
and services and conduct sucn recreational, morale, and incidental revenue- 
producing activities for its members as are deeyned necessary and proper by the 
board of governors and approved by the base commander, and are not otherwise 
pronibited. 

(b) Sale of merchandise will be limited to tobacco products and confections 
except that open messes operating golf courses are authorized to sell golf equipment 
available only to golf professionals registered with an accredited professional 
golfers’ association. 

(c) Field-ration messes may be established and operated on the premuses of 
sundry fund activities in accordance with AIR 146-6. 

(d) Sale of State tax-free beer, tobacco products, and soft drinks will be in 
accordance with AFR 176-10. 


Exuisit No. 16 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—AT-6 


INVESTIGATIVE SuRVEY OF PURCHASE AND SALE oF ALCOHOLIC BEVERAGES 
aT Nava. Arr Station, JACKSONVILLE, FLA. 


INTRODUCTION 


This is an investigative survey of the purchase and sale of alcoholic beverages 
at the Naval Air Station, Jacksonville, Fla., an installation of the Department of 
the Navy. 

BASIS FOR INVESTIGATION 


Letter dated May 13, 1953, addressed to the Comptroller General of the United 
States by Representative Cecil M. Harden, chairman, Intergovernmental Rela- 
tions Subcommittee of the Committee on Government Operations, 83d Congress 
of the United States. 


AUTHORITY FOR SALE OF ALCOHOLIC BEVERAGES 


Comdr. C. B. Starkes, administrative officer, Naval Air Station, Jacksonville, 
Fla., advised that authority for purchase and sale of alcoholic beverages at the 
Naval Air Station, Jacksonville, Fla., is as follows: 

(a) General Order No. 15, Navy Department, Washington, D. C., dated 
November 4, 1948.! 

(b) Bureau of Naval Personnel Regulations for Commissioned and Warrant 
Officers’ Messes Ashore—1952 (NAVPERS 15847), paragraph 601 (ce). 

(c) Bureau of Naval Personnel Regulations for Chief Petty Officers’ Messes 
and Enlisted Men’s Clubs Ashore—1948 (NAVPERS 15800), paragraph 1101. 


! Exhibit 1. 
2 Exhibit 2. 
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Naval Air Station Jacksonville Instruction 1746.2, dated June 30, 1953, 
Subject: ‘‘Aleoholic Beverages, Sale or Possession of.”’ 3 
Commander Starkes stated that informatio‘ was not available at the Naval 
\ir Station, Jacksonville, Fls.., concerning Federal laws on which the above regu- 
lations are based. 
PROCUREMENT AND SALE 


Alcoholic beverages are purchased and sold by two organizations at the Naval 
\ir Station, Jacksonville, Fla.—the commissioned officers’ mess (open) and the 
hief petty officers’ mess (open). Both organizations purchase all alcoholic 
beverages from wholesale distributors in the city of Jacksonville, Fla. The 
ymmissioned officers’ mess (open) operates 1 bar and 1 package store in building 
No. 10 and 1 barin building No. 11. The chief petty officers’ mess (open) operates 
| bar and 1 package store in building No. 705. 

All incoming alcoholic beverages are delivered to the applicable mess by the 
listributor in Jacksonville, Fla., from whom purchased. 

\t the commissioned officers’ mess (open) alcoholic beverages are sold by the 
bottle, or in larger quantities, at the package store to members of the commissioned 
officers’ mess (open) on active duty or retired from active duty with the Depart- 
ment of the Navy or the Marine Corps. Civilian members are not authorized to 
purchase alcoholic beverages by the bottle, or larger quantities. Identification is 
required at the discretion of the package store attendant if there is any question 
or indication that a prospective customer is not authorized to purchase at the 
package store. 
~ Aleoholic beverages are sold to members and guests of members by the drink 
at the bar in the commissioned officers’ mess (open), building No. 10, and at the 
bar in the senior bachelor officers’ quarters, building No. 11. No identification is 
required, 

\t the chief petty officers’ mess (open) alcoholic beverages are sold by the bottle, 
or in larger quantities, at the package store to chief petty officers and married 
enlisted personnel of the 4th, 5th, and 6th pay grades who reside in Jacksonville, 
Fla., area and sign a certificate to this effect. When not in uniform an identifica- 
tion eard is required. 

At the bar in the chief petty officers’ mess (open), building No. 705, slcoholic 
beverages are sold by the drink to all enlisted personnel of the 7th pay grade and 
their guests. Officers and enlisted personnel of other than the 7th pay grade are 
not permitted as guests. No identification is required. 

Commander Starkes, administrative officer and treasurer of the commissioned 
officers’ mess (open), and ADC Robert C. Jory, treasurer of the chief petty 
officers’ mess (open), advised that individuals, other than naval personnel, can- 
not get aboard the station unless they are guests; therefore, there is little possi- 
bility of unauthorized personnel being served at the bars. 

Department of the Navy decals bearing a serial number are affixed to each 
bottle of alcoholic beverage sold at the Naval Air Station, Jacksonville, Fla., 
and this serial number is recorded on a sales ticket at the time of sale so that 
any questions can be answered later as to whether any specific bottle was sold 
at the Naval Air Station, Jacksonville, Fla. 

Commander Starkes and ADC Jory advised that the selling price of alcoholic 
beverages is marked up to produce a gross profit approximately as follows: 


(a) Commissioned officers’ mess (open): Percent 


1. Package store 18 
55 to 60 

(b) Chief petty officers’ mess (open): 
1. Package store > 


A brief inspection of the bulk stock of alcoholic beverages at the commissioned 
officers’ mess (open) and the chief petty officers’ mess (open) disclosed that tax 
stamps of the State of Florida were affixed to the bottles. 


PARTICIPATING INDIVIDUALS 


Personnel are authorized to purchase alcoholic beverages at the Naval Air 
Station, Jacksonville, Fla., as follows: 

(a) At the commissioned officers’ mess (open): 

1. Package store: Members on active duty or retired from active duty with 
the Department of the Navy or Marine Corps. 


+ Exhibit 3. 
85810—54—pt. 8——25 
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2. Bars: Members and guests of members. 

(b) At the chief petty officers’ mess (open): 

1. Package store: Chief petty officers and married enlisted naval personnel of 
the 4th, 5th, and 6th pay grades. 

2. Bar: Chief petty officers and master sergeants and their guests. Officers 
and enlisted personne! of other than the 7th pay grade are not permitted as guests, 


COST TO THE GOVERNMENT 


The commissioned officers’ mess (open), Naval Air Station, Jacksonville, Fla., 
is operated entirely by civilian personnel paid from mess funds. 

Four chief petty officers are assigned to duty full time at the chief petty officers’ 
mess (open), Naval Air Station, Jacksonville, Fla. Their pay and allowances 
and estimated time used in the purchase and sale of alcoholic beverages are as 
follows: 


(a) ADC Robert C. Jory, treasurer: $361.91 X40 percent 
(b) AOC H. A. Peterson: $442.86 X25 percent _- 

(c) AOC G. R. Merritt: $353.06 X 25 percent 

(d) ADC G. W. Cornelious: $397 X25 percent 


Total approximate monthly cost to the Government, chief 
petty officers’ mess (open) and the Naval Air Station, 
Jacksonville, Fla 


VOLUME OF PURCHASES 


Following is an analysis of purchases of alcoholic beverages in case lots from 
distributors in Jacksonville, Fla., by the commissioned officers’ mess (open) and 
chief petty officers’ mess (open), during the months indicated: 

(a) Commissioned officers’ mess (open): 
Cases 
March 1953__.___.-- - 229% 
April 1953___-- a ae at : 289% 
May 1953- -_- ss Ge Grae ba 
Total, commissioned officers’ mess (open) 
(b) Chief petty officers’ mess (open): 
April, May, June 1953-_--__--- 
Total, Naval Air Station, Jacksonville, Fla 
IMPACT ON LOCAL TAX STRUCTURES 


Taxes of the State of Florida on alcoholic beverages purchased by the com- 
missioned officers’ mess (open) and the chief petty officers’ mess (open) are 
being paid. Tax rates furnished by the State Beverage Department, 1027 Mary 


Street, Jacksonville, Fla., are as follows: Par cilion 


(a) Liquor : ities: $2. 17 
(b) Sparkling wine__--- i % . 00 
(c) Over (18 percent ale 1, 40 
(d) Under (18 percent alcohol) wine 


Inquiry at the office of the tax collector, Duval County, Jacksonville, Fla., 
and verified at the Naval Air Station, Jacksonville, Fla., revealed that a county 
license to sell alcoholic beverages has not been procured by any individual or club 
at the Naval Air Station, Jacksonville, Fla. Annual license fees of Duval County, 
Fla., are as follows: 


(a) Bar “ 
(b) Package store 


FEDERAL TAXES 


The Federal stamp tax on alcoholic beverages is paid when the alcoholic bev- 
erage is removed from bond, usually by the distiller. The Bureau of Internal 
Revenue requires an annual $50 stamp fee for each place in which liquor is sold 
at retail. This stamp expires June 30 each year and a 30-day grace period is 
allowed to renew it. 

Stamps procured by the various organizations at the Naval Air Station, Jack- 
sonville, Fla., were examined and found to be in order. 
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BENEFITS 


Commander Starkes, the administrative officer, advised that no individual, 
military or civilian, benefits in any way on the purchase and sale of alcoholic 
beverages at the Naval Air Station, Jacksonville, Fla. Commander Starkes 
further advised that all purchases are made from reputable distributors in Jack- 
sonville, Fla., and that all profit inures to the mess at which the alcoholic beverages 
are sold. 


COMMENTS BY OFFICIALS, NAVAL AIR STATION, JACKSONVILLE, FLA. 


The purchase and sale of alcoholic beverages at the Naval Air Station, Jackson- 
ville, Fla., was discussed with Comdr. J. H. Armstrong, executive officer, and 
Comdr. C. B. Starkes, administrative officer, Naval Air Station, Jacksonville, 
Fla., who commented, in effect, as follows: 

(a) It provides convenient recreation for personnel who reside on the station. 
It is approximately 13 miles by road to downtown Jacksonville, Fla. 

(b) Personnel on the station are under the contro] of the Department of the 
Navy. This prevents any disturbance in the local community. 

(c) The accident rate is less because naval personnel on the station are not 
on the highways. 

(d) It is good for morale. 


GENERAL ORDER NAVY DEPARTMENT, 
No. 15 Wasuinaton, D. C., November 4, 1948. 


Atcono.tic Liquors 


1. Nothing in this general order shall be construed as changing or in any way 
modifying the provisions of United States Navy regulations relating to alcoholic 
liquors or relieving a commanding officer of his responsibility to regulate the use 
of alcoholic liquors within the limits of his command. 

2. The possession and use of alcoholic liquors for beverage purposes within 
shore activities under naval jurisdiction are authorized in officers’ quarters and 
in those public quarters, other than barracks, assigned to civilian employees and 
enlisted personnel. 

3. Commanders in chief and such senior commanders of overseas areas as they 
may delegate for the purpose, the Commandant of the Marine Corps, command- 
ants of naval districts or river commands, and the Chief of Naval Air Training 
are authorized to review and approve requests by commanding officers to permit 
the following privileges within the limits of their commands: 

(a) The sale and consumption of alcoholic liquors in officers’ messes, chief petty 
officers’ messes (open), and staff non-commissioned officers’ clubs both within 
and beyond the continental United States. This privilege may also be extended 
to the clubs and recreation centers of enlisted personnel and civilian employees 
beyond the continental limits of the United States. 

(b) The sale and consumption of beer and ale of regular commercial strength 
in ships’ service stores, post exchanges, enlisted men’s clubs and recreation centers, 
and in ship’s stores of those activities having no ship’s service stcres both within 
and beyond the continental United States. 

4. Subject to such administrative regulations as the Chief of Naval Personnel 
or the Commandant of the Marine Corps may issue, commanding officers shall 
issue detailed control instructions which shall include prohibition of sales to minors 
and shall be in conformity with applicable labor laws. No person in the naval 
service under 21 years of age shall be employed as bartender or in any other 
capacity involving the dispensing of alcoholic liquors. 

5. (a) Transportation of alcoholic liquors as cargo consigned to overseas bases 
for use in authorized activities of such bases is authorized in naval vessels and 
aircraft. 

(b) Transportation of beer and ale of regular commercial strength, for sale to 
ships’ personnel sent ashore at isolated points outside the continental limits of 
the United States not having adequate recreational facilities, is authorized in 
naval! vessels. 

(c) All alcoholic liquors transported as provided in this paragraph shall at all 
times be maintained under proper surveillance. 

Joun Nicuoutas Brown, 
Acting Secretary of the Navy. 
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EXTRACT 


Bureau of personnel regulations for commissioned and warrant officers’ messes 
ashore, 1952 (NAVPERS 15847), paragraph 601 (c): 

“* * * Commissioned officers’ messes are authorized to operate the following 
departments: * * * bars, cocktail lounges, and package liquor stores * * *,” 


Unirep Srates Nava Arr Sration, 
Jacksonville, Florida, June 30, 1953. 
NAS Jacksonvitue Instruction L746.1. 
From: Commanding Officer, NAS, Jacksonville, Florida. 
To: Distribution List A-1. 
Subj.: Alcoholic Beverage: , sale or possession of. 

1. Purpose.—This Instruction is issued for the purpose of establishing regula- 
tions for the sale or possession of alcoholic beverages at the Naval Air Station, 
Jacksonville, Florida. 

2. Cancellation.—Article 1912, Station Regulations, U. 8. Naval Air Station, 
Jacksonville, Florida, promulgated July 1, 1951, is canceled and superseded by 
this Instruction. ‘ 

3. Regulations.—The following regulations shall apply to the sale or possession 
of alcoholic beverages aboard this station: 

a. Places of sale, possession and use.—Except for authorized medical purposes, 
no alcoholic liquors may be introduced, possessed, sold, or used except in the 
following places: 

(1) Officers’ Quarters 

(2) Officers’ Messes 

(3) Chief Petty Officers’ Mess (Open) 

(4) Enlisted Men’s Clubs (Beer only) 

(5) Enlisted Housing Area 

(6) Navy Exchange Activities (Beer only) 
(7) Anchorage (Beer only) 

(8) “804” Club (Beer only) 

b. Hours of sale-—The sale of alcoholic beverages, either in bulk or otherwise, 
by any Club, Mess, or other activity on this station shall be in accordance with 
the rules and regulations approved by the Commanding Officer and posted 
prominently in each sales location. Exceptions to the prescribed hours and 
conditions of sales shall not be made except upon the written approval of the 
Commanding Officer. Each Club Manage: or Mess Treasurer shall be held 
responsible for the preparation of the rules and regulations referred to above, and 
for obtaining the Commanding Officer’s approval thereof. 

c. Sales to minors forbidden.—The sale of alcoholic beverages, including wines 
and beer, to persons under twenty-one years of age is strictly forbidden. Minors 
shall not purchase, or attempt to purchase alcoholic beverages, nor shall alco- 
holic beverages be purchased for, or given to minors by anyone authorized to 
purchase or use alcoholic beverages. 

d. Transportation for off station consumption.—Persons transporting alcoholic 
beverages off the station become subject to the laws of the State of Florida and 
such transportation must conform to the State laws. 

e. Sale to enlisted personnel—Beer will not be sold aboard the station to en- 
listed personnel in the duty station. Enlisted personnel must be in the uniform 
of the day and liberty cards will be shown before beer is purchased. 

f. Sale, purchase, transportation and use must conform to existing laws and regu- 
lations —The sale, purchase, transportation and consumption of any alcoholic 
beverages on this station will be in accordance with the following laws and regu- 
lations, and such others that may from time to time be promulgated: 

(1) Article 1269, U.S. Navy Regulations, 1948 

(2) Navy Department General Order No. 15 of November 4, 1948 

(3) Bureau of Naval Personnel Regulations for Commissioned Officers’ 
and Warrant Officers’ Messes Ashore (NavPers 15847) 

(4) Bureau of Naval Personnel Regulations for Chief Petty Officers’ 
Messes and Enlisted Men’s Clubs Ashore (NavPers 15800) 


B. C. McCarrree. 
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Exursit No. 17 
GENERAL AccouNTING OrFicE, OrricE or INVESTIGATIONS 
Report No. I-18152—AT-5 


INVESTIGATIVE SURVEY oF Purcaase AND Sate or ALCOHOLIC BEVERAGES aT 
Hunter Arr Force Bass, Savannan, Ga. 


INTRODUCTION 


This is an investigative survey of the sale of alcoholic beverages at Hunter 
Air Force Base, Savannah, Ga., an installation of the Department of the Air 
Force. 

BASIS FOR INVESTIGATION 


Letter dated May 13, 1953, addressed to the Comptroller General of the United 
States by Representative Cecil M. Harden, chairman, Intergovernmental Rela- 
tions Subcommittee of the Committee on Government Operations, 88d Congress 
of the United States. 


AUTHORITY FOR SALE OF ALCOHOLIC BEVERAGES 


There is no authority for the sale of alcoholic beverages at Hunter Air Force 
3ase, Ga. Maj. James R. Mockabee, secretary-treasurer, officers’ open mess, 
Hunter Air Force Base, advised that there are no Air Force regulations governing 
the sale of alcoholic beverages and, to the best of his knowledge, the Canteen Act 
of February 2, 1901, does not apply to United States Air Force installations. 


PROCUREMENT AND SALE 


Alcoholic beverages are purchased and sold by two organizations at Hunter 
Air Force Base—the officers’ open mess and the noncommissioned officers’ open 
mess, each of which has 1 bar and 1 package store. Both organizations purchase 
alcoholic beverages in case lots from wholesale distributors in the city of Savannah, 
Ga., and nationally known distillers outside the State of Georgia. 

At the officers’ open mess all incoming alcoholic beverages are received and 
stored at the package store in building No. 612. The aleoholic beverages are 
sold by the bottle at the package store to members of the officers’ open mess on 
active duty or retired, and occasionally by the case to one or more of such members 
to be used at a party, after the secretary-treasurer has satisfied himself that the 
privilege will not be abused. If the purchaser is not in uniform, an Air Force 
identification card is required. 

Alcoholic beverages are issued by the package store to the bar at the officers’ 
open mess where they are sold by the drink to members and their guests. Major 
Mockabee stated that no identification card is required to purchase a drink at 
the bar, but that he and his bartenders can distinguish anyone not a member or 
a guest of a member and thereby prevent sales to unauthorized persons. 

T/Sgt. Kipling H. Spredbury, custodian, noncommissioned officers’ mess, 
Hunter Air Force Base, stated that the bar and package store open for business 
at 4:30 p. m., at which time the noncommissioned officers’ open mess is closed 
for the remainder of the day to all except members and their guests, thai a door- 
man is on duty to prevent anyone from entering who is not a member or guest 
of a member, and that no identification is required to purchase alcoholic bever- 
ages since the persons present are limited to members and their guests. 

At both package stores the serial number of the Federal tax stamp attached 
to each bottle sold is recorded when the bottle is sold so that any question can 
~ answered later as to whether any specific bottle was sold at Hunter Air Force 

ase. 

Examination of financial statements of both messes disclosed that the selling 
ip of alcoholic beverages is marked up to produce a gross profit approximately 
as follows: 


(a) Officers’ open mess: 
1. Package store 
2. Bar 

(b) Noncommissioned officers’ open mess: 
1. Package store 


A brief inspection of the bulk stock of alcoholic beverages at the officers’ open 
mess and noncommissioned officers’ open mess disclosed that tax stamps of the 
State of Georgia were affixed to the bottles. 
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PARTICIPATING INDIVIDUALS 


Personnel are authorized to purchase alcoholic beverages at Hunter Air Force 
Base, Ga., as follows: 

(a) At the officers’ open mess: 

1. Package store: Members on active duty and retired. 

2. Bar: Members (including civilian members such as Reserve officers and key 
civilian personnel at Hunter Air Force Base) and guests of members. F 

(b) At the noncommissioned officers’ open mess: 

1. Package store: Members on active duty. 

2. Bar: Members and guests of members. 


COST TO THE GOVERNMENT 


Monthly pay and allowances of military personnel utilized in the purchase and 
sale of alcoholic beverages at Hunter Air Force Base, Ga., together with the 
estimated percentage of time involved, are as follows: 

(a) Officers’ open mess: 

1. Maj. James R. Mockabee, secretary-treasurer: $612.18 25 
percent $153. 05 
2. 8. Sgt. John W. Guynes: $27 136. 81 
3. 8. Sgt. Antonio Barron has been detailed to work with 
Staff Sergeant Guynes for 60 days during which time 
Staff Sergeant Guynes is scheduled to take some leave. 
Monthly pay and allowances prorated on an annual basis 
are as follows: 
$1522 months= $305.76. 
$305.76--12 months= $25.48 X 50 percent (estimate) -- 


Total approximate monthly cost, officers’ open 
Wg . 28. 8 FAS 228i Si = 
(b) Noncommissioned officers’ open mess: 

1. T. Sgt. Kipling H. Spredbury, custodian: $334.78X10 
percent 

2. 8. Sgt. Howard Alsop, assistant custodian: $293.42 25 
percent 

3. Airman 2c. Grady Housenfluke, helper: $107.0225 
percent 


Total approximate monthly cost, noncommissioned 
officers’ open mess 


Total approximate monthly cost, Hunter Air Force 


VOLUME OF PURCHASES 


Following is an analysis of purchases of alcoholic beverages in case lots during 
the months of March, April, and May 1953: 


[Cases] 


Distributors |  pistitiers 


out of State Total 


(a) Officers’ open mess: 
Pinch nirednanthsnbwnniabucberdabbaiihnein «wed 
DTS ccbdpalidseterandéees bin eeubhadbs aan : 


Total, officers’ mess 
(6) Noncommissioned officers’ open mess: | 
March 1953... .- cap eeehiguiangsapereidiarsegeiemaandalsaeciptivataputhral Shirdi | 
BEE BA, clnttnGlragiiciennedimdenstmetines 
May 1953 . | 
Total, noncommissioned officers’ mess 


Grand total, Hunter Air Force Base 
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IMPACT ON LOCAL TAX STRUCTURE 


Information obtained from Mr. Al Kooden, manager, State liquor warehouse 
No. 3, Hull Street, Savannah, Ga., and verified at Hunter Air Force Base, dis- 
closed that all State taxes are being paid on alcoholic beverages procured from 
distributors in Savannah, Ga., and distillers outside the State of Georgia. Mr. 
Kooden advised that State taxes are as follows: 


1) Stamp tax per gallon $1 
Warehouse charge per gallon_ --_-- $1 


Sales and use tax on purchase price exclusive of tax........-.percent.. 3 


Inquiry at the office of the tax collector, Chatham County, Ga., revealed that 
the county does not impose any taxes on alcoholic beverages. 

Inquiry at the office of the commissioners of Chatham County, Ga., revealed 
that a county license to sell alcoholic beverages has not been procured by any 
individual or club at Hunter Air Force Base and that no such license is required on 

Federal reservation. Annual license fees required by Chatham County are as 
follows: 


Retail liquor and beer - 
tetail beer 


Maj. James R. Mockabee, secretary-treasurer, officers’ open mess, Hunter 
Air Force Base, stated that regulations ! exempt the officers’ open mess and the 
noncommissioned officers’ open mess from county license fees. 


FEDERAL TAXES 


The Federal stamp tax on alcoholic beverages is paid when the alcoholic 
beverage is removed from bond, usually by the distiller. The Bureau of Internal 
Revenue requires an annual $50 stamp fee for each place in which liquor is sold at 
retail. This stamp expires June 30 each year and a 30-day grace period is allowed 
to renew it. 

BENEFITS 


Major Mockabee said that no individual, military or civilian, benefits in any 
way on the purchase and sgle of alcoholic beverages at Hunter Air Force Base. 
He also said that all purchases are made from reputable distributors in Savannah, 
Ga., or from nationally known distillers, and that all profit inures to the mess at 
which the alcoholic beverages are sold. 


COMMENTS BY OFFICIALS, HUNTER AIR FORCE BASE, GA. 


The purchase and sale of alcoholic beverages at Hunter Air Force Base was 
discussed with Brig. Gen. Joseph J. Nazzaro, commanding general, 38th Air 
Division, and Maj. James R. Mockabee, secretary-treasurer, officers’ open mess, 
Hunter Air Force Base, Ga., who commented, in effect, as follows: 

(a) Privileges such as bars and package stores are good for morale. 

(b) Personnel at Hunter Air Force Base, Ga., cause less trouble for both the 
United States Air Force and the local community when they get troublesome as a 
result of drinking if they are on the base because they are among friends who will 
take care of them. 

(c) Alcoholic beverages sold to individuals at Hunter Air Force Base are less 
expensive than those sold by local civilian establishments. 

(d) Better work is performed by personnel who are familiar with each other and 
personnel get acquainted quicker and easier when there is a bar around. 

(e) There is less chance that drinks sold on the base will contain harmful in- 
gredients. 

(f) The revenue from the sale of alcoholic beverages is necessary for the con- 
tinued existence of the officers’ open mess and the noncommissioned officers’ 
open mess due to the lack of other mess activities that operate at a profit. 


Extract From Arr Force Reeuiation No. 176-11, Datep Aveust 8, 1951 


Paragraph 6: ““* * * open messes governed by this regulation are integral 
parts of the military establishment, are Government instrumentalities, and, except 
as directed by the Department of the Air Force, are entitled to immunities and 
privileves of such instrumentalities * * *.,” 


1 Exhibit A. 





1360 COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 


Exursit No. 18 
GENERAL AccouNTING OFrFicEe, OrrIceE oF INVESTIGATIONS 
Report No. I-18152-AT-7 


INVESTIGATIVE SuRvVEY OF PuRCHASE AND SALE or ALconoLic BEVERAGES 47 
Rosins Arr Force Bases, Ga. 


INTRODUCTION 


An investigative survey has been made covering the purchase and sale of 
alcoholic beverages at Robins Air Force Base, Ga., an installation of the Depart- 
ment of the Air Force. The survey was initiated pursuant to office letter dated 
May 14, 1953, from the Chief of Investigations and letter addressed to the Comp- 
troller General of the United States dated May 13, 1953, from Cecil M. Harde: 
chairman, House of Representatives Intergovernmental Relations Subcommitt 
of the Committee on Government Operations. 


PURCHASES AND SALES OF ALCOHOLIC BEVERAGES 


Alcoholic beverages are purchased and sold by two organizations, the comrais- 
sioned officers’ club and the noncommissioned officers’ club. Package stores or 
bottle sales of liquors and wines are not authorized, only bar sales are permitted, 
Purchases in case lots are made from various national distilleries and wholesa 
distributors in Macon, Ga. Liquors and wines at the time of procurement are 
stored in locked rooms of the officers’ club and noncommissioned officers’ club, 
Inventory records are maintained of beverages issued to the clubs. 


EXTENT OF SALES 


Officer military personnel, their guests, and civilians on temporary duty residing 
in bachelor officer quarters, are permitted to purchase alcoholic beverages at the 
officers’ club. At the noncommissioned officers’ club, only members and their 
guests are authorized to purchase drinks. The noncommissioned officers’ club 
membership is restricted to enlisted personnel of the first three pay grades. 

Capt. Jack W. Kinnison, manager, officers’ club, advised that identification is 
not required for sales of alcoholic beverage by the drink at the officers’ club, 
because bartenders are familiar with the club members. M. Sgt. John Treese, 
secretary of the noncommissioned officers’ club, said direct identification is not 
required for sales at the bar, but a doorman is always stationed at the entrance 
to the club to prevent unauthorized persons from entering. 


IMPACT ON TAX STRUCTURE 


The officers’ club manager and the secretary of the noncommissioned officers’ 
club advised that no State of Georgia taxes had been paid on liquor and wine 
purchases prior to April 1, 1953. It was said that about that time officials of the 
State of Georgia objected to the nonpayment of the subject taxes, and since then 
all State taxes have been paid. State tax fees are shown below: 


Tax stamp, 1 gallon 
Warehouse fee, 1 gallon 
Sales tax, percent of total cost 


Investigation in Houston County, Ga. (the county in which Robins Air Force 
Base is located), revealed that sales of alcoholic beverages are prohibited by law. 
There is apparently no objection by county authorities to the sale of alcoholic 
beverages at the military reservation. 

Since the city of Macon, Ga., is located 18 miles from Robins Air Force Base 
and is the only city within reasonable distance, inquiry was made as to taxes 
imposed there on the sale of alcoholic beverages. City taxes are as follows: 


LigGeR Or Wins bsik oes sete edie ced scotia kbet dees $1. 00 
Wines per case . 48 

The above taxes are paid by retailers to wholesalers at time of delivery. City 
retail dealers’ alcoholic beverage license fees are $500 yearly. 
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AMOUNT OF SALES 


Following is a record of sales at the bars of the officers’ club and the non- 
commissioned officers’ club during the period January 1 to April 30, 1953: 


[Gallons] 


Liquors Wines 





Officers’ club 
Noncommissioned officers’ club ! 


' Records at the noncommissioned officers’ club were meager and incomplete. 
COST TO THE GOVERNMENT 


The following shows the estimated utilization of personnel on Government 
time in the management and general operation of liquor-dispensing activities: 


Approximate Monthly 
percentage cost to 
of Govern- Govern- 
ment time ment 


Monthly 
Name pay and 
allowances 


Officers’ club: Jack W. Kinnison, Capt $565. 44 | 10 $56. 54 
Noncommissioned officers’ club: | 


John Treese, M/Sgt 369. 86 75 277. 39 
E. L. Pinion, T/Sgt.......- i eee ee eee 191. 10 | 95. 55 


DOR, dint chavibcaoddtadetindiowadedlaiphiiviiiags abitnontwdedtac 429. 48 


lhe noncommissioned officers’ club also employs 6 enlisted men who perform 
duties at the bar for approximately 7 hours every third day from 5 to 12 p. m. 
(off duty hours). These enlisted mer are paid by the noncommissioned officers’ 
club for such duties. Other personnel involved are also paid by the respective 
clubs. 
BENEFITS FROM OPERATION 


No evidence could be found of any Federal officer or employee improperly 
benefiting from the operation by purchasing liquor at wholesale prices and selling 
it to members of the club at a profit. All profits from alcoholic beverage sales 
inure to the benefit of the two organizations. 


AUTHORITY FOR SALE OF LIQUORS AND WINES 


No authority could be located for the sale of liquor and wines at Robins Air 
Force Base, Ga. It was stated, however, by Michael A. Deep, attorney of the 
staff Judge Advocate’s office, that the Secretary of Defense under regulations ! 
is authorized to make such regulations as he may deem appropriate governing the 
sale, consumption, possession of, or traffic in beer, wine, or any other intoxicating 
liquors to or by members of the Armed Forces. It was believed that since the 
Secretary of Defense had such authority, the sale of alcoholic beverages on the 
reservation may be authorized. The Secretary of Defense apparently has not 
made any regulations under the authority in the above-mentioned citation.! 


COMMENTS BY OFFICIALS 


The following comments in connection with the sale of alcoholic beverages at 
Robins Air Force Base were made by the acting executive officer and the manager 
of the officers’ club: 

1. Practically all profits of the officers’ club and noncommissioned officers’ 
club are derived from the sale of alcoholic beverages on the base, and the operation 
of the bars are necessary for the existence of the clubs. 

2. The privilege extended to military personnel of purchasing alcoholic drinks 
maintains or raises their morale. 


150 U. 8. C. A. App. 473, June 19, 1951, 
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3. Permission to sell alcoholic drinks on the base prevents accidents on the 
highway since the personnel are encouraged to remain at the clubs. 

4. The sale of alcoholic beverages at military reservations prevents personnel 
rom becoming involved in drinking difficulties with the local civilian authorities, 


Exuisit No. 19 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—AT-3 


REpoRT OF SuRVEY OF PROCUREMENT AND DISTRIBUTION OF ALCOHOLIC 
BEVERAGES aT Camp GorpDOoN, Ga. 


INTRODUCTION 


This is an investigative survey of the procurement and distribution of alcoholic 
beverages at Camp Gordon, Ga. 


BASIS FOR INVESTIGATION 


Letter dated May 13, 1953, addressed to the Comptroller General of the United 
States by Representative Cecil M. Harden, chairman, Intergovernmental Rela- 
tions Subcommittee of the Committee on Government Operations, 83d Congress 
of the United States. 


AUTHORITY FOR PROCUREMENT AND DISTRIBUTION 


There is no authority for the sale of alcoholic beverages at Camp Gordon, Ga. 
The passing or changing of title to intoxicating beverages upon premises used for 
military purposes is prohibited by paragraph No. 37, Army Regulations 210-10, 
dated January 12, 1951.1. Alcoholic beverages are procured and distributed at 
Camp Gordon, Ga., under the premise that each individual deals with the whole- 
saler or distiller and that title to the alcoholic beverage passes to the individual 
purchaser at or on the premises of the wholesaler or distiller. This is authorized 
by paragraph No. 39, Army Regulations 210-10, dated January 12, 1950.! 


METHOD OF PRCCUREMENT AND DISTRIBUTION 


Alcoholic beverages are obtained from either wholesalers, principally in the city 
of Augusta, Ga., or from nationally known distillers outside the State of Georgia. 
There are two systems in effect, the central locker system and the sublocker 
system. 

Under the central locker system alcoholic beverages are handled in case lots 
only. In theory all transactions are between individual purchasers and whole- 
salers or distillers, but are channeled through the central locker where orders and 
money for payment are received. The central locker officer places all purchase 
orders, either with wholesalers in the city of Augusta, or through the commissioner 
of revenue of the State of Georgia, with wholesalers or distillers outside the city 
or State. The liquor purchased from wholesalers in Augusta, Ga., is delivered to 
the central locker, building No. 21501, Camp Gordon, Ga., by the vendor where it 
is distributed to the individual purchasers by the central locker officer in the 
form received. The liquor purchased from out-of-State sources is shipped to the 
State liquor warehouse, 1130 Fenwick Street, Augusta, Ga., by the vendor, where 
it is picked up by the central locker officer, taken to the central locker, Camp 
Gordon, Ga., and distributed to individual purchasers. 

Under the sublocker system alcoholic beverages are procured through the 
central locker in case lots but are distributed to individual purchasers in less 
than case lots, usually by the drink. There are 2 sublockers at Camp Gordon, 
Ga., 1 composed of members of the Camp Gordon officers’ open mess, and the 
other 1 composed of members of the Camp Gordon noncommissioned officers’ 
open mess. Members of a sublocker deposit $10, or equivalent in stock, with 
the sublocker officer and this fund is used to purchase a stock of alcoholic bever- 
azes which is served at the bar at the applicable mess. When a member is 
served a drink at the bar the member pays an amount estimated to be sufficient 


t Exhibit A. 
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to pay for the liquor consumed, the setup, and the service. It was stated by 
Maj. James E. Reynolds, inspector general, Camp Gordon, Ga., that any amount 
paid in excess of the cost of the liquor and setup inures to the mess at which the 
sublocker is organized to help defray the cost of service. It was further stated 
by Major Reynolds that sublocker members are required to show a sublocker 
membership card to the bartender in order to obtain a drink; that sublocker 
members may furnish drinks to their guests; but that there is no sale of alcoholic 
beverages at Camp Gordon, Ga. When a member withdraws from the sublocker 
his deposit is returned to him. 

Each locker, central and sublockers, has a separate storeooom, A brief in- 
spection of these storerooms disclosed that tax stamps of the State of Georgia 
were affixed to the bottles. 

There are 2 bars at Camp Gordon, Ga., where liquor is served by the drink, 
1 at the Camp Gordon officers’ open mess and 1 at the Camp Gordon noncom- 
missioned officers’ open mess. 


PARTICIPATING INDIVIDUALS 


The central locker system may be used by: 

(a) Military personnel, and their dependents, assigned quarters on the post, 
other than enlisted personnel quartered in barracks. 

(b) Units, organizations, officers’ and enlisted personnel messes, when liquors 
procured are for the purpose of an organized and sponsored party at which the 
liquor is to be dispensed to members or guests without charge and without 
reimbursement in any form or under any guise. 

(c) Sublocker officers when authorized. 

The sublocker system may be used by: 

(a) Members of the Camp Gordon officers’ mess. 

(b) Members of the Camp Gordon noncommissioned officers’ mess. 


COST TO THE GOVERNMENT 


(a) Central locker: 2d Lt. William P. Lampley, assistant mess officer, with 
additional duty of central locker officer, stated that he performs all work accom- 
plished in the central locker which occupies approximately 3 percent of his total 
time devoted to official duty. Lieutenant Lampley stated that he forwards 
orders twice monthly, that the wholesalers deliver the liquor to the central locker 
where it is picked up by the individual purchasers, and that liquor picked up from 
the State liquor warehouse is required to be accomplished by common carrier; 
therefore, very little activity is involved in the central locker operation. 


Monthly pay and allowances of Lieutenant Lampley, $271.18X3 percent.. $8. 14 
(b) Sublocker: 

Officers’ mess: Capt. David T. Butts, approximately 5 percent 

of official time devoted to this duty, $565.44X5 percent_._._ 28. 27 

Noncommissioned officers’ mess: 

M. Sgt. William Griffith, approximately 244 percent of of- 

ficial time devoted to this duty, $388.30 2) percent... 9. 71 
Sfe. John C. Logan, approximately 2 percent of official 

time devoted to this duty, $327.14X2% percent__._...__. 8 18 


Approximate monthly cost to Government 54. 30 


VOLUME OF PURCHASES 


Following is an analysis of purchases of alcoholic beverages in case lots during 
the months of March, April, May, and June 1-16, 1953, made by individuals 
through the central locker: 

Cases 
(a) From distributors in Augusta, Ga 
(b) From sources out of State 


IMPACT ON LOCAL TAX STRUCTURE 


Information obtained from Mr. H. T. Farris, manager, State liquor warehouse, 
1130 Fenwick Street, Augusta, Ga., and verified at Camp Gordon, Ga., disclosed 
that all State taxes are being paid on alcoholic beverages procured through the 
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central locker, at Camp Gordon, Ga. Mr. Farris advised that State taxes are as 
follows: 


(a) State stamp tax per gallon 
(b) State warehouse charge per gallon 
(c) Sales and use tax (percent) 


Mr. Charles 8. Bohler, Jr., clerk, Board of Commissioners of Roads and Rev- 
enues of Richmond County, advised that no license for the sale of alcoholic 
beverages has been issued to anyone at Camp Gordon, Ga. The license fee is 
$500 a year. Mr. Bohler further advised that Richmond County, Ga., does not 
impose a stamp tax, sales or use tax, or warehouse charge on alcoholic beverages, 


FEDERAL TAXES 


The Federal tax on alcoholic beverages is paid when the alcoholic beverage is 
removed from bond, usually by the distiller. The Bureau of Internal Revenue 
requires an annual $27.50 permit fee for each retail liquor dealer.’ 


BENEFITS 


Maj. James E. Reynolds, inspector general, Camp Gordon, Ga., stated that 
under the procedure outlined and followed in the procurement and distribution 
of alcoholic beverages at Camp Gordon, Ga.,’ no individual, military or civilian, 
benefits in any way on the transaction as the purchase price collected from the 
purchaser is transmitted to the wholesaler or distiller. 


COMMENTS BY OFFICIALS, CAMP GORDON, GA. 


Maj. James E. Reynolds, inspector general, Camp Gordon, Ga., stated that the 
official time used for central and sublocker work by the central and sublocker 
officers is in the nature of an additional duty assigned to these officers, and that 
little, if any, saving to the Government would result if they were relieved of the 
additional duty of central or sublocker officer. 

Capt. David T. Butts, sublocker officer, officers’ mess, Camp Gordon, Ga., 
advised that a civilian secretary, Mrs. Ellen Brown, paid from funds of the 
officers’ mess, does the recordkeeping for the sublocker at the officers’ mess. 
Captain Butts further advised that Mrs. Brown receives a salary of $295 a month 
and they estimated that approximately 24 percent of her time is devoted to this 
duty ($295 times 24 percent equals $70.80). 

The findings of this survey were briefly summarized verbally to Brig. Gen. 
Charles C. Blanchard, commanding general, and Col. R. C. Barlow, chief of staff, 
Camp Gordon, Ga. Brigadier General Blanchard commented, in effect, that there 
appears to be discrimination against the Department of the Army in that the 
Departments of the Navy and Air Force simply sell alcoholic beverages on Gov- 
ernment reservations while the Army is required to maintain a complicated 
system in the procurement and distribution of alcoholic beverages to avoid the 
passing of title on a Government reservation. 


Extract From AR 210-10 
INSTALLATIONS 


SECTION IX 
Liquor control 


37. IN CONTINENTAL Unitrep Statges.—Within the continental limits of the 
United States and the Territories of Alaska, Hawaii, and Puerto Rico, and on 
all Army transports, the sale of or dealing in intoxicating liquors (including beer, 
lager beer, ale, porter, wine, or similar fermented or vinous liquor having an 
alcoholic content in excess of 3.2 percentum by weight), regardless of what the 
transaction is called or how it is effectuated, is prohibited if title to such intoxicat- 
ing beverage passes or changes upon any premises used for military purposes by 
the United States. 

38. SALE OF NONALCOHOLIC BEVERAGES.— Malt and vinuous beverages which 
have an alcoholic content of not exceeding 3.2 percentum by weight are defined 


2 Not required as the system of procurement and distribution of alcoholic beverages is based on the premise 
that title passes to the individual purchaser on the pre mises of the wholesaler or distiller. 
§ Exhibit B. 
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as nonintoxicating by the act of 22 March 1933 (48 Stat. 16). Accordingly, 
beverages with an alcoholic content of not more than 3.2 percentum by weight 
may be sold or dealt in by Army exchanges, clubs, canteens, aboard Army trans- 
ports, and on other premises used for military purposes by the United States on 
those reservations located in States whose laws permit such sales. The sale of 
beverages of this nature in States whose laws preclude such sales within their 
borders is prohibited. 

39. ALCOHOLIC BEVERAGES ACQUIRED RY INDIVIDUALS.—The storage of intoxi- 
cating liquors acquired elsewhere, by the individual owner thereof, in an unauthor- 
ized club, and the service of drinks therefrom to the owner or to his guests present 
with the owner, by club attendants, if the club charges only for the nonalcoholic 
ingredients furnished, is permitted. 

40. IN OVERSEA AREAS.—Overseas, except in the Territories of Alaska, Hawaii, 
and Puerto Rico, the sale of, dealing in, and use of intoxicating liquors at military 
installations will be under such regulations as may be prescribed by the oversea 
commander directly under Headquarters, Department of the Army. 


Exursit No. 20 
GENERAL AccountTiInG Orrice, OrricE or INVESTIGATIONS 
Report No. I-18152—-AT-2 


Report oF SuRVEY OF PROCUREMENT AND DISTRIBUTION OF ALCOHOLIC 
BEVERAGES AT Fort McPuerson, Ga. 


INTRODUCTION 


This is an investigative survey of the procurement and distribution of alcoholic 
beverages at Fort McPherson, Ga., an installation of the Department of the Army. 


BASIS FOR INVESTIGATION 


Letter dated May 13, 1953, addressed to the Comptroller General of the United 
States by Representative Cecil M. Harden, chairman, Intergovernmental Rela- 
tions Subcommittee of the Committee on Government Operations, 83d Congress 
of the United States. 


AUTHORITY FOR PROCUREMENT AND DISTRIBUTION 


There is no authority for the sale of alcoholic beverages at Fort McPherson, 
Ga. The passing or changing of title to intoxicating beverages upon premises 
used for military purposes is prohibited by paragraph No. 37, Army Regulations 
No. 210-10, dated January 12, 1950.1 Alcoholic beverages are procured and 
distributed at Fort McPherson, Ga., under the premise that each individual deals 
with the wholesaler or distiller and that title to the alcoholic beverage passes to 
the individual purchaser at or on the premises of the wholesaler or distiller. This 
is authorized by paragraph No. 39, Army Regulations No. 210-10, dated January 
12, 1950.1 

METHOD OF PROCUREMENT AND DISTRIBUTION 


Alcoholic beverages are obtained from either wholesalers in the city of Atlanta, 
Ga., or from nationally known distillers outside the State of Georgia. There 
are two systems in effect, the central locker system and the sublocker system.? 

Under the central locker system alcoholic beverages are handled in case lots 
only. In theory all transactions are between individual purchasers and whole- 
salers and distillers, but are channeled through the central locker where orders 
and money for payment are received from individuals, and forwarded either to 
wholesalers in the city of Atlanta, Ga., or, through the commissioner of revenue 
of the State of Georgia, to wholesalers or distillers for purchases to be made outside 
the State of Georgia. The alcoholic beverages are delivered to the central locker, 
Building No. 16, Fort McPherson, Ga., by the wholesaler or distiller where they 
are distributed to the individual purchasers by the central locker officer in the 
form received, 


1 Exhibit A. 
? Exhibit B. 





1366 COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 


Under the sublocker system alcoholic beverages are procured through the 
central locker in case lots but are distributed to individual purchasers in less 
than case lots, either by the bottle or by the drink. There are 2 sublockers 
at Fort McPherson, Ga., 1 composed of members of the Fort McPherson 
officers’ mess and the other one composed of members of the Fort McPherson non- 
commissioned officers’ mess. Members of a sublocker deposit $10, or equivalent 
in stock, with the sublocker officer and this fund is used to purchase a stock of 
alcoholic beverages which is served by the drink at the bar at the applicable megs 
or distributed by the bottle through the package store at the officers’ mess. 

When a member is served a drink at the bar the member pays an amount esti- 
mated to be sufficient to pay for the liquor consumed, the setup, and the service, 
When a member obtains one or more bottles from the package store the member 
pays an amount sufficient to replace the bottle and pay the officers’ mess for the 
service. It was stated by Lt. Col. W. H. McNaul, commanding officer, Fort 
McPherson, Ga., that any amount paid in excess of the cost of the liquor and 
setup inures to the mess at which the sublocker is organized to help defray the 
cost of service. ; ' 

It was stated by Lt. Gen. A. R. Bolling, commanding general, Third Army, 
and Lt. Col. W. H. McNaul, commanding officer, Fort McPherson, Ga., that 
members are required to show a sublocker membership card to the bartender or 
package store attendant in order to obtain any alcoholic beverage and that, in 
accordance with their orders, compliance with this requirement is being checked 
constantly by agents of the Criminal Investigation Division, Fort McPherson, Ga 

Lieutenant Colonel McNaul advised that members may furnish drinks to their 
guests, but there is no sale of alcoholic beverages at Fort McPherson, Ga. When 
a member withdraws from the sublocker his deposit is returned to him. 

Each locker, centra] and sublocker, has a separate storeroom. A brief inspec- 
tion of these storerooms disclosed that tax stamps of the State of Georgia were 
affixed to the bottles. It was noted that there were approximately 192 cases of 
alcoholic beverages in the central locker. The central locker officer stated that 
he did not have orders for the majority of this stock. This possible variance with 
regulations * was brought to the attention of Lt. Col. W. H. MceNaul, command- 
ing officer, Fort McPherson, Ga., who stated that they had recently had a shortage 
of alcoholic beverages as a result of difficulty encountered in procurement due to 
a change in the requirements of the State of Georgia with respect to State taxes, 
therefore, to avoid a shortage in the future a reserve is being held since distillers 
are willing to defer payment up to 90 days following shipment, or remove any 
stock at the request of the central! locker officer. 

There are 2 bars at Fort McPherson, Ga., where alcoholic beverages are served 
by the drink—1 at the officers’ mess and 1 at the noncommissioned officers’ mess. 
There is one package store at the officers’ mess where alcoholic beverages are dis- 
tributed by the bettle to members of the sublocker. 

A brief inspection of the records of the officers’ mess sublocker disclosed that 
as of June 20, 1953, deposits of current members amounted to $4,940 and that 
total assets amounted to $10,981.30, an excess of $6,041.30 over the maximum 
assets possible (494 members times $10 equals $4,940) under the premise that each 
member has purchased $10 worth of alcoholic beverages which are being held by 
the sublocker. The excess of $6,041.30 was composed of $3,511.65 due the 
central locker and $2,529.65 collected by the package store in excess of the cost 
of alcoholic beverages distributed. This was brought to the attention of Lt. Col. 
W. H. MecNaul, commanding officer, Fort McPherson, Ga., who stated that 
prompt action would be taken to conform to regulations.’ 


PARTICIPATING INDIVIDUALS 


The central locker system may be used by: 

(a) Military personnel, and their dependents, assigned quarters on the post, 
other than enlisted personnel quartered in barracks. 

(b) Units, organizations, officers’ and enlisted personnel messes, when liquors 
procured are for the purpose of an organized and sponsored party at which the 
liquor is to be dispensed to members or guests without charge and without reim- 
bursement in any form or under any guise. 

(c) Sublocker officers when authorized. 


2 Exhibit B, par. 3a (2), Memo No. 43, Headquarters, Fort McPherson, Ga., dated October 3, 1952. 
4 Exhibit B, par. 4d (4) (b), Memo No. 43, Headquarters, Fort McPherson, Ga., dated October 3, 1952. 
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The sublocker system may be used by: 
(a) Members of the Fort McPherson officers’ mess. 
(b) Members of the Fort McPherson noncommissioned officers’ mess. 


COST TO THE GOVERNMENT 


(a) Central locker: C. W. O. A. R. Rumph, billeting officer, Fort McPherson, 
Ga., has been assigned the additional duty of central locker officer and is assisted 
by M. Sgt. Lawrence B. Simpson, chief clerk, billeting office, in the performance of 
central locker duties. Their monthly pay and allowances and estimated per- 
centage of time devoted to central locker duties are as follows: 


C. W. O. A. R. Rumph: $413.65X5 percent $20. 68 
M. Sgt. L. B. Simpson: $487.86%5 percent as ‘ 21. 89 


Total approximate cost per month-__--. : 12. 5 


b) Sublocker: 1. Officers’ mess: C. W. O. Eugene C. Johnson, administrative 
assistant to special services officer, Fort McPherson, Ga., has been assigned the 
additional duty of custodian of sublocker fund No. 1 (officers’ mess). Chief 
Warrant Officer Johnson advised that he has been allocated 3 hours a day to 
levote to sublocker duties, but since taking over the sublocker duties on April 
10, 1953, has found it necessary to devote all his time to sublocker duties ex- 
cept a total of approximately 3% days. Monthly pay and allowance of Chief 
Warrant Officer Johnson are as follows: $335.39. 

2. Noncommissioned officers’ mess: M. Sgt. Ellie B. Jacobs, military procure- 
ment, Headquarters, Fort McPherson, Ga., has been assigned the additional 
duty of custodian of sublocker fund No. 2 (noncommissioned officers’ mess). 
His pay and allowances and estimated percentage of time devoted to sublocker 
duties are as follows $244.61 X10 percent= $24.46. 

Total approximate cost per month, $402.42. 


VOLUME OF PURCHASES 


Following is an analysis of purchases of alcoholic beverages in case lots during 
the months of March, April, and May 1953, made by individuals (primarily 
“sublockers’”’) through the “central locker’’: 


[Cases] 


Distributors Distillers 
in Atlanta out of State 


March 1953. - es tuibbesaus inielninniania 209 | 
April 1953 ORY 


May 1953 ; x. ; 163 


Total. .- . § 629 


IMPACT ON LOCAL TAX STRUCTURE 


Fort McPherson is located within the city limits of Atlanta, Fulton County, Ga. 


State of Georgia 


Information was obtained from the records of the central locker, Fort McPher- 
son, Ga., that all taxes imposed by the State of Georgia on the procurement and 
distribution of alcoholic beverages within the State are being paid. State taxes 
are as follows: 


(a) Stamp tax per gallon 
(b) Warehouse charge per gallon 
(c) Sales and use tax on purchase price exclusive of tax.._...---- percent_ 


County of Fulton 


Mr. Ed Aiken, license bureau, Fulton County, Atlanta, Ga., advised that the 
county does not impose any license fees or taxes within the city of Atlanta on 
alcoholic beverages. Mr. Aiken further advised that an annual license fee of 
$1,000 is required by the county for retail liquor store permits outside the city 
limits, 
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City of Atlanta 

Information concerning license fees and taxes imposed by the city of Atlanta 
on the sale of alcoholic beverages was obtained from the license bureau, city hall, 
Atlanta, Ga., as follows: 


(a) Annual retail license ! yh $1, 000. 00 
(b) Annual wholesale license ! 1, 200. 00 
(c) City tax per case, liquor ? . 96 
(d) City tax per case, wine ? : - 48 

1 Not required as the system of procurement and distribution of alcoholic beverages is based on the 
premise that title passes to the individual purchaser on the premises of the wholesaler or distiller. 

2 Paid by the wholesaler; therefore, this tax is paid on alcoholic beverages procured from wholesalers 
the city of Atlanta, but is not paid on alcoholic beverages procured from out-of-State sources. 


Fort McPherson is located within the city limits of Atlanta, Ga. The county 
and city taxes and licenses set out above are not assessed or paid as city and 
county jurisdiction does not extend to military reservations. 


FEDERAL TAXES 


The Federal tax on alcoholic beverages is paid when the alcoholic beverage is 
removed from bond, usually by the distiller. The Bureau of Internal Revenue 
requires an annual $27.50 permit fee for each retail liquor dealer. 


BENEFITS 


Lt. Col. W. H. McNaul, commanding officer, Fort McPherson, Ga., stated 
that under tne procedure outlined and tollowed in the procurement and distribu- 
tion of alcoholic beverages at Fort McPherson, Ga.,* no individual, military or 
civilian, benefits in any way on the transaction as the purcnase price collected 
from the purchaser is paid to the wholesaler or distiller. 


COMMENTS BY OFFICIALS, FORT M’PHERSON, GA, 


The procurement and distribution of alconolic beverages at Fort McPherson, 
Ga., was discussed with Lt. Gen. A. R. Bolling, commanding general, Third 
Army, and Lt. Col. W. H. McNaul, commanding officer, Fort McPherson, Ga., 
who commented, in effect, as follows: 

(a) The officers’ mess is dependent for its existence upon the bar revenue 
without which it could not operate. The officers’ mess is an economic necessity 
at Fort McPherson because the majority of the social li‘e of military personne! 
is confined to the post and visiting officials could not be subsisted and entertained 
without leaving the post which would be both awkward and inconvenient. 

(b) It seems fair that military personnei should pay the State of Georgia stamp 
tax of $1 per gallon because military personnel use State facilities such as roads 
and schools, but the State warehouse charge of an additional $1 per gallon seems 
unfair. 

(c) It is believed that the availability of alcoholic beverages at Fort McPher- 
son, Ga., is largely responsible for the low rate of traffic accidents and violations 
of local laws by military personnel stationed at Fort McPherson, Ga. 


Extract From AR 210-10 
INSTALLATIONS 


SECTION IX 
Liquor control 
37. IN CONTINENTAL UniTED Stares,—Within the continental limits of the 
United States and the Territories of Alaska, Hawaii, and Puerto Rico, and on 
all Army transports, the sale of or dealing in intoxicating liquors (including beer, 
lager beer, ale, porter, wine, or similar fermented or vinous liquor having an 
alcoholic content in excess of 3.2 per centum by weight), regardless of what the 
transaction is called or how it is effectuated, is prohibited if title to such intoxi- 
eating beverage passes or changes upon any premises used for military purposes 
by the United States. 
5 Not required as the system of procurement and distribution of alcoholic beverages is based on the 


premise that title passes to the individual purchaser on the premises of the wholesaler or distiller. 
* Exhibit B. 
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33, 4% 9 

39. ALCOHOLIC BEVERAGES ACQUIRED BY INDIVIDUALS.—The storage of intoxi- 
eating liquors acquired elsewhere, by the individual owner thereof, in an unau- 
thorized club, and the service of drinks therefrom to the owner or to his guests 
present with the owner, by club attendants, if the club charges only for the 
nonalcoholic ingredients furnished, is permitted. 


HEADQUARTERS, Fort McPxHerson 


FORT McPHEFSON, GA. 
Memorandum OcToBER 3, 1952. 
No. 43 


Effective until October 2, 1953 unless sooner rescinded or superseded. 


ContTrRoL oF ALCOHOLIC BEVERAGES 


1. The purpose of this memorandum is to prescribe the procedures to insure 
adequate supervision and control procurement and distribution of alcoholic bev- 
erages at this installation. 

2. General. Pertinent excerpts of Section IX, Army Regulations 210-10, dated 
12 January 1950, are quoted below, with the italics added: 

“37. * * * The dealing in intoxicating liquors * * * is prohibited if title to 
such intoxzici ting beverages passes or changes upon any premises used for military 
purposes * * *, 

“39. The storage of intoxicating liquors acquired elsewhere, by the individual 
owner thereof in an authorized mess and the service of drinks therefrom to the 
owner or tc his guests present with the owner, by mess attendants, and if the 
mess charges only for nonalcoholic ingredients furnished, will be permitted.” 

3. Central Locker System. In order to comply with the quoted regulations, the 
following procedure is instituted, effective immediately: 

a. A Central Locker Officer will be appointed by this headquarters. 

(1) No individual, groups, associations, or organizations, may deal with dis- 
tributors or distillers except through the Central Locker Officer. The Central 
Locker Officer may process and forward to distributors and distilleries only 
written orders for liquor received from authorized personnel, for which cash is 
received at the time the order is filed. Orders will not be given to salesmen or 
agents on the Post. In all dealings with the distributors and distilleries, the 
Central Locker Officer will insure that title to any merchandise purchased passes 
to the purchasees at the distributor’s or distillery’s premises. Cash is interpreted 
as actual cash or any form of immediately negotiable instrument acceptable to 
the Central Locker Officer for forwarding. Authorized individuals, organizations 
and agencies are: 

(a) Military personnel, and their dependents, assigned quarters on the Post, 
other than enlisted personnel quartered in barracks. 

(b) Units, organizations, officers’ and enlisted personnel messes, when liquors 
procured are for the purpose of an organized and sponsored party at which the 
liquor is to be dispensed to members or guests without charge and without reim- 
bursement in any form or under any guise. 

(c) Sub-Locker Officers, when specifically authorized and in accordance with 
instructions and regulations issued herein. 

(2) The Central Locker Officer may not order nor keep in the locker storeroom 
any liquor of any kind not covered by a written order from an authorized indi- 
vidual or unit. 

(3) Except as otherwise provided herein, the Central Locker Officer may not 
forward orders for, or keep in the locker storeroom, or distribute liquor of any 
kind in less than case lots. 

(4) All liquor ordered through the Central Locker Officer for the use of Sub- 
Locker Officers will be handled under the same restrictions and limitations as 
prescribed in subparagraph (1), above. 

(5) All orders, whether separate or consolidated, forwarded by the Central 
Locker Officer to the distillery or liquor distributor will show thereon the iden- 
tification number or code symbol of the individual or activity for whom the order 
is forwarded. 


85810—54—pt. 326 
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(6) A single order may be forwarded by the Central Locker Officer for two or 
more authorized individuals, providing the person placing the order indicates the 
other authorized person or persons for whom the order is intended. This infor. 
mation is essential in order to permit the Central Locker Officer to comply with 
subpa aragraph (5), above 

7) Bottle deliveries of any kind of liquor by the Central Locker Officer or 
any Sub-Locker Officer to anyone is prohibited. 

8) The Central Locker Officer may forward orders for liquor desired for 
parties to be given by an authorized individual, group, or organization, provided 
such information is furnished at the time the order is placed through the Central 
Locker Officer. Diversion of liquor ordered under the provisions of the paragraph 
by a group or organization for the use and benefit of any individual is expressly 
prohibited. 

(9) It shall be the responsibility of the Central Locker Officer to keep complet: 
records of locker activities to facilitate audits and inspections of accounts and 
activities at such times and by such inspectors as may be directed. 

+. Sub-Locker System. Members of the Officers’ Mess and, when specifically 
authorized, enlisted personnel messes, may organize among themselves a Sub- 
Locker system to be operated by a Sub-Locker Officer. ‘The following procedure 
will be adhered to: 

a. Members may deposit $10.00 worth of assorted liquors with the Sub-Locker 
Officer or by power of attorney authorized and deposit with him sufficient funds 
to procure through the Central Locker Officer $10.00 worth of assorted liquors, 

b. Members will, at the time of consumption, deposit with the Sub-Locker 
Officer an amount to cover replacement of the liquor consumed and, in addition, 
will pay to the Mess an amount to cover the established costs of set-ups and 
service. ‘These amounts will be recorded and at the close of each day’s business 
the Sub-Locker Officer will receive from the Mess the amounts deposited for 
liquor replacement by the authorized participants of the Sub-Locker Pool. 

c. When a member desires to withdraw trom the Sub-Locker system, Sub- 
Locker Officer will return his deposit to the member. 

d. Sub-Locker Officers will: 

(1) Secure from each participant a power of attorney for the procurement of 
liquors for the participant. 

(2) Issue a numbered card receipt for $10.00 worth of assorted liquors to the 
participant, bearing the participant’s counter signature for identification purposes. 

3) Establish with tne proper Mess official a rigid control system to assure that 
liquors are served only to authorized participants of the Sub-Locker. 

(4) Maintain such accounting procedures at all times that will: 

(a) Assure correct reimbursements to the Sub-Locker Pool for all liquors dis- 
tributed. 

b) Assure that the total value of liquor on hand and on order, plus cash on 
band and in the bank, is equivalent to the sum of the number of active cards out- 
standing multiplied by the amount of the required deposit. 

(5) Rigidly assure the only Mess members entitled to participate are permitted 
to become members of the Sub-Locker System. Guest of the Mess, here for less 
than fourteen (14) days are not eligible for participation, except in specific cases 
when approved by competent authority. 

5. No alcoholic beverages will be introduced into any Mess or Club Room or 
any structure used for military purpose: except as outlined herein. Membership 
applications are available at the Officers’ Mess, NCO Mess and the Post Billeting 
Office. Checks will be made payable to ‘‘Fort McPherson Sub-Locker Fund”’ 
Cash or checks will be 1orwarded to the Post Billeting Office. 

6. Recissions: Memorandum Number 4, this headquarters, dated 22 January 
1951, is rescinded. 


By orDER OF COLONEL MALLONEE: 


OFFICIAL: R0LAND R. HATFIELD 
Major, AGC 
Adjutant. 

DISTRIBUTION: 

"A SU 

200 Officers Mess 

200 NCO Mess 

200 Billeting Office 
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Exuisit No. 21 
GENERAL ACCOUNTING OFrFIcE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—-CH-1 


INVESTIGATIVE SURVEY OF THE SALE oF ALCOHOLIC BEVERAGES, CHANUTE 
Arr Force Bass, IL. 


INTRODUCTION 


An investigative survey has been made of the sale of alcoholic beverages at 
Chanute Air Force Base, Ill. 
LIQUOR STOCKS 


Alcoholic beverages are purchased and dispensed at Chanute Air Force Base 
only at the officers’ club. Liquor stocks are purchased by the officers’ club directly 
from distillers and wholesalers and are dispensed through bar sales and sales by 
the bottle within the confines of the club. , 


EXTENT OF SALES 


Liquor sales at the bar are limited to identified members of the officers’ club 
and their guests. Sales of liquor by the bottle are restricted to club members 
only. Maj. Gen. B. E. Gates, base commander, said that the prices for alcoholic 
beverages sold at the officers’ club bar are kept high in order to avoid criticism 
from local beverage dispensers. He saic further that the price of bottle goods is 
also kept high to avoid complaints from local liquor stores. 


FEDERAL, STATE, AND LOCAL TAXES 


The Chanute Air Force Base officers’ club purchases yearly the $50 Federat 
retail liquor dealers tax stamp. Capt. William Cain, secretary, officers’ open 
mess, said that the club does not purchase the State of Illinois $50 a year liquor 
dealer’s retail license because the club is on a Federal reservation. A license fee 
of $2,500 a year is charged dispensers of alcoholic beverages in Rantoul, one-half 
mile from the base. 

Rules and regulations of the Illinois Department of Revenue, approved and 
effective January 31, 1934, as amended, read in part as follows: 

“Manufacturers and importing distributors are liable for gallonage taxes and 
are required to affix liquor revenue stamps to the original packages with respect 
to alcoholic liquors sold by them to governmental bodies (foreign, Federal, State, 
or local), their departments, agencies, and instrumentalities, for beverage pur- 
poses, if such liquor is delivered in Illinois (including any Federal area located 
within the external boundaries of the State of Illinois) to the purchaser. 

“The preceding paragraph of this regulation is effective as to any such sale of 
alcoholic liquor to the United States Government or to a foreign government, 
their departments, agencies, and instrumentalities, on and after January 1, 1948. 
Otherwise, the rule is retroactive.’”’ 

The acccunts and records of the officers’ club showed that the club is paying 
all Federal taxes and all aleoholic taxes required by the Illinois Liquor Act. The 
club also pays the Illinois State 2 percent retailer’s occupational tax on all alcoholic 
beverages purchased. 

COST TO GOVERNMENT 


Captain Cain, secretary, officers’ open mess, whose base pay and allowances 
are $520 a month, is the only military person associated with the club’s manage- 
ment. The salaries of civilians employed in the general operation of the club are 
paid from nonappropriated funds. Enlisted men are employed after regular duty 
hours and paid from nonappropriated funds. 


FEDERAL OFFICERS OR EMPLOYEE BENEFITS 


Nothing was developed to indicate that any military or civilian personnel were 
engaged in the purchase or sale of alcoholic beverages for personal profit. 


AUTHORITY FOR LIQUOR SALES 


Captain Cain said that there is no law prohibiting the sale of alcoholic beverages 
on Air Force bases and that the dispensing of beverages is for the morale and 
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welfare of officers as provided by AFR 176-11, governing officers’, noncommis- 
sioned officers’, and aviation cadets’ open messes, which reads as follows: 

‘a. Officers’, noncommissioned officers’, and aviation cadets’ open messes, as 
adjuncts of the Air Force, will provide services essential to the messing, billeting 
morale, and welfare of the officers, warrant officers, noncommissioned officers, 
aviation cadets, and their families. Open messes will include branches and 
departments necessary to conduct and control authorized activities. The funds 
of open messes will be sundry association funds as defined in AFR 176-1.” 

General Gates said that he favors the sale of alcoholic beverages by the officers’ 
club on the base as a means of controlling its consumption and maintaining deco- 
rum of military personnel. He said, also, that he restricts the use of club profits 
to beautifying the base. 


Exurpit No. 22 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152-CH-3 


INVESTIGATIVE SURVEY OF THE SALE or ALCOHOLIC BEVERAGES, CAMP 
ATTERBURY, IND. 


INTRODUCTION 


An investigative survey has been made of the sale of alcoholic beverages at 
Camp Atterbury, Ind. The station agencies involved in the sale of alcoholic 
beverages are the officers’ club, the noncommissioned officers’ club, and the 
hospital club. 

LIQUOR STOCKS 


Prior to May 1, 1953, alcoholic beverages for all of the clubs were purchased 
direct from distillers by a representative of the officers’ club as needed to replenish 
a “locker stock.”’ Funds to establish the locker stock were derived from $10 
membership fees assessed against participating members of the various clubs. 
Military personnel participating in the locker stock could purchase alcoholic 
beverages by the bottle or by the drink, with chits, at the respective clubs. 

On October 9, 1952, representatives of the Alcohol and Tobacco Tax Division 
of Internal Revenue, Indianapolis, made an inspection of the method of dispensing 
alcoholic beverages by the clubs at Camp Atterbury. Their findings indicated 
that the clubs were actually selling aleoholic beverages.1 As such they would be 
liable for taxes under the Internal Revenue Act relating to the sale of alcoholic 
beverages. 

The method of procuring and dispensing alcoholic beverages was changed as 
of May 1, 1953, to comply with the method suggested by the Adjutant General 
in letter of April 27, 1951, addressed to the commanding general, Fifth Army, 
Chicago, Ill.2 Under the new system club members are permitted to purchase 
alcoholic beverages by the bottle only on an order basis, and such beverages as 
are ordered must be paid for in advance. Alcoholic beverages are purchased 
direct from distillers under the supervision of the club officer and are sold to 
participating club members at cost. The ordering member cannot obtain any 
liquor either by the bottle or by the drink until his order is filled. 

Liquor for consumption by the drink is held in the custody of the locker-fund 
officer. Chit books are issued to the participating club members for the quantity 
of liquor they designate for consumption by the drink. Members can purchase 
liquor from sources other than the locker-fund officer and place it in the custody 
of the club for consumption by the drink. 

The purchasing and dispensing of alcoholic beverages is restricted to station 
military personnel who are club members. 


FEDERAL AND STATE TAXES 


The Camp Atterbury clubs did not purchase either the yearly $50 Federa! 
retail liquor dealers tax stamp or the annual $27.50 Federal retail malt liquor 
dealers tax stamp prior to the inspection conducted by the Alcohol and Tobacco 
Tax Unit. The matter of Federal taxes imposed upon the Camp Atterbury clubs 


1 Exhibit 1. 
2 Exhibit 2. 
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was brought to the attention of the Adjutant General, Department of the Army, 
by the commanding general, Headquarters, Fifth Army, Chicago, IIl., in a letter 
dated October 7, 1952.3 

In reply by first endorsement, dated December 24, 1952, the Adjutant General 
advised the commanding general, Fifth Army,! that it was his opinion that the 
officers’ and noncommissioned officers’ open messes at Camp Atterbury were 
subject to the occupational tax on retail dealers in malt liquors imposed by 
subsection 3250 (e) (1) of the Internal Revenue Code (26 U. 8. C. 3250), by reason 
of section 3283 thereof (26 U. S. C. 3283). . 

Based on the Adjutant General’s decision, the Camp Atterbury clubs purchased 
retail malt liquor dealers tax stamps. The stamps have not been issued, how- 
ever, because the clubs failed to pay $139.28 in back taxes, including penalties. 

Gary Campbell, director of internal revenue, Indianapolis, Ind., said that he 
intends to collect all back taxes and penalties from the clubs and that if they fail 
to meet their tax obligations, it may be necessary to seize the liquor stocks to satisfy 
the tax liability. He said also that the Camp Atterbury clubs have not been 
subject to the Federal retail liquor dealers tax since changing their method of 
purchasing and dispensing alcoholic beverages on May 1, 1953. 

Maj. W. L. Garrison, secretary, officers’ open mess, said that Camp Atterbury 
clubs could not purchase Federal retail liquor dealers tax stamps because to doso 
would be an admission that the liquor sales were in violation of the Canteen Act 
of February 2, 1901 (31 Stat. 758). He said also that the officers’ club at Camp 
Carson, Colo., got into difficulty because of having purchased a Federal retail 
liquor dealers tax stamp. 

Camp Atterbury clubs do not pay the Indiana State excise taxes on alcoholic 
beverage purchased, although beer is purchased from local] distributors who pav 
the Indiana tax. The State of Indiana levies an excise tax of 40 cents for whisky 
and spirits sold in one-fifth gallons and 7% cents for wine sold in one-fifth gallons. 
Purchases made for members of the Camp Atterbury clubs from January through 
May 1953 totaled 1,193 cases of whisky or spirits and 52 cases of wine. The 
Indians State tax on such beverage would amount to $5.773.82. To project this 
to an annual basis, the Indiana State tax loss would amount to approximately 
$13,850. 

The Indiana alcoholic beverage law and regulations do not provide specifically 
for taxing alcoholic beverages shipped to a Federal reservation. 

The Camp Atterbury clubs do not purchase annual Indiana County retail 
permits. The cost of an annual retail permit for Johnson County, in which Camp 
Atterbury is located, is $1,350. 

Regulation No. 15 of the Indiana Alcoholic Beverage Commission provides 
that an applicant for an Indiana retail permit must show that he holds or has 
applied for a Federal retail liquor dealers stamp. 


COST TO GOVERNMENT 


Four officers and five enlisted men are engaged full or part time in the manage- 
ment and general operation of the liquor-dispensing activities of the three Camp 
Atterbury clubs. ‘The annual base pay and allowances of the military personnel 
for that portion of time devoted to liquor-dispensing activities is $12,708.15 
based on estimates of time as supplied by officers in charge of tne clubs. The 
salaries ot civilians employed in the general operations ot the clubs are paid from 
nonappropriated tunds. Some enlisted men are employed atter regular duty 
hours and paid from nonappropriated funds. 


FEDERAL OFFICER OR EMPLOYEE BENEFITS 


Nothing was developed to indicate that any military or civilian personnel were 
engaged in the purchase or sale of alcoholic beverages for personal profit. 


AUTHORITY FOR LIQUOR SALES 


Major Garrison said that liquor has never been sold by any of the clubs at 
Camp Atterbury and that he does not agree with the findings of the Alcohol and 
Tobaceo Tax Unit that the method used in dispensing alcoholic beverages actually 
constituted sales. Major Garrison said also that since May 1, 1953, the Camp 
Atterbury clubs have been procuring and dispensing liquors in strict conformance 
with the method prescribed by the Department of the Army. 


§ Exhibit 3. 
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Exuisit No. 23 
GENERAL AccouNTING OrFicE, OrricE oF INVESTIGATIONS 
Report No. I-18152-KC-1 


REPORT OF INVESTIGATIVE SURVEY OF THE Sse or ALCOHOLIC BEVERAGES AT 
Forses Arr Force Bast, DEPARTMENT OF THE AIR Force, Topeka, Kans. 


INTRODUCTION 


The present commissioned and noncommissioned officers’ clubs (open mess) at 
Forbes Air Force Base, Topeka, Kans., were reactivated in April and March of 
1951, respectively. Formal approval for the establishment and operation of 
these activicies was granted by Lt. Gen. Curtis LeMay, commanding officer, 
Strategic Air Command, Offutt Air Force Base, Omaha, Nebr., on June 23, 1951. 
Prior to this dave each club adopted a constitution and bylaws, and the com- 
manding officer, Forbes Air Force Base, appointed a board of governors +o super- 
vise the operations at each activity. 


PROCUREMENT AND SALE OF LIQUOR 


Mr. Arthur A. Herrick, director, alcoholic beverage commission, State of 
Kansas, Topeka, Kans., advised that at the request of his office the command- 
ing officer, Forbes Air Force Base, had furnished a list of the men authorized to 
purchase, receive, or receipt for alcoholic beverages sold to the officers’ and non- 
commissioned officers’ clubs; that a copy of this list had been sent to all Kansas 
wholesale liquor dealers with instiuctions that only the persons listed thereon 
were authorized to purchase, receive, or receipt for alcoholic beverages sold to the 
clubs at Forbes Air Force Base; that all alcoholic beverages sold to the clubs 
must be delivered by the wholesaler at the premises of each club by a carrier 
authorized to transport alcoholic beverages within the State of Kansas, and that 
no alcoholic beverages shall be delivered to any person at the warehouse of the 
dealer. Investigation confirmed the issuance of the list of authorized club agents 
by the commanding officer, Forbes Air Force Base, and the publication and dis- 
semination of this list and pertinent instructions to all Kansas wholesale liquor 
dealers. 

Mr. Herrick stated that many of the Kansas retail liquor dealers in the Topeka, 
Kans., area objected to the sale of packaged intoxicating liquors by the clubs at 
Forbes Air Force Base, because club prices were much lower than prices the re- 
tailer charged and also because club members purchased bottled liquor at the 
clubs and carried it off the base for resale to their friends, again at lower prices 
than retailers were charging. 

Lt. Douglas A. Frandsen, secretary-treasurer, officers’ club, M. Sgt. Harold W. 
Wilkerson and T. Sgt. Milo O. Mastny, secretary-treasurer and business manager, 
respectively, of noncommissioned officers’ club, are the only authorized purchas- 
ing agents for those clubs. Lieutenant Frandsen and Sergeant Wilkerson stated 
that the clubs operated in strict compliance with regulations of the Kansas Alco- 
holic Beverage Commission and in accordance with directives, regulations, and 
instructions issued by the commanding officer, Forbes Air Force Base, and other 
higher authority. Liquors are sold by the drink or by vhe bottle at bars or pack- 
age liquor stores operated by the clubs. 


EXTENT OF LIQUOR SALES 


Lieutenant Frandsen and Sergeant Wilkerson stated club rules permit the sale 
of liquor by the drink to guests of club members and that liquor by the bottle is 
sold to ciub members, to military personnel visiting the base, providing they 
would be eligible for club membership if attached to the base, and to civilian 
employees of the clubs. They said that guests of club members are not allowed 
to purchase package liquors, but that the clubs did sell package liquors to base 
organizations authorized to hold parties or picnics. These men advised that 
package liquor sales never exceeded the quantity authorized under their Federal 
retail liquor dealers tax stamps. 

Lieutenant Frandsen advised that membership in the officers’ club averages 
1,150 with dues set at $5 a month per member. According to Sergeant Wilkerson, 
the membership in the noncommissioned officers’ club is limited to technical, 
staff and master sergeants who pay $2 a month in dues. He said membership 
averages 1,500. These men advised that the bar and package liquor store are 
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open from 4 p. m. to 11 p. m. every day except Saturday when the closing hour 
is 1 a. m. (on Sunday), and that no liquor is sold outside these hours. They 

tated that the prices charged for package liquors are only slightly less, in most 
nstances, than those charged by retail liquor dealers in Topek a, Kans., for the 
same brands and quantities; that they make periodic price surveys to determine 
the relation between club prices and prices charged by dealers in Topeka; and 
that to the best of their knowledge and belief, very few of the chub members 
abuse their privileges by purchasing bottle liquors for gift or resale to friends off 

e base. They acknowledged, however, that it would very difficult to prevent 
such a practice. They were unaware of any serious criticism by retail dealers in 
To iy ‘ka area. They were of the opinion that criticisms were unwarranted in 

»w of the very slight price differentials involved, and the commanding officer, 
Forbes, Air Force Base, concurred in this opinion. 

Operating data supplied by Lieutenant Frandsen and Sergeant Wilkerson indi- 
cated that both clubs realize a gross profit of approximately 20 percent on sales 

f package liquors; that the officers’ club receive a gross profit of around 55 per- 
cent on sales of liquor by the drink; and that the noncommissioned officers’ club 
realizes a gross profit of approximately 40 percent on its bar sales. In 1952 the 
officers’ club realized a gross profit of $78,730.27 on gross liquor sales of $189,007.87 
for a margain of 41.7 percent. In April 1953, bar sales totaled $11.890.37, gross 
profit was $6,487.49, and the gross profit percentage was 55 percent. For this 
same month, package liquor sales totaled $5,566.39, gross profit was $1,262.43 
and the margin of gross profit was 23 percent. As of April 30, 1953, the officers’ 
club had a cash balance on hand of $20,828.74. Furniture, fixtures and equip- 
ment owned by the officers’ club was valued at $64,372.56. 

The noncommissioned officers’ club did not maintain records as to totai 1952 
liquor sales and profits, but during the month of April 1953, this club had bar 
sales totaling $10,899.74 and package liquor sales totaling $5,789.65. The gross 
profit on bar sales was $4,413.36, or 40.5 percent of gross sales, and the gross 
profit on package sales was $1,296.63, or 22.4 percent of gross sales. As of the 
close of business on April 30, 1953, there was a cash surplus on hand of $9,646.01. 
Furniture, fixtures and equipment owned by the NCO club was valued at 
$33,897.87. 

FEDERAL AND STATE TAXES 


Mr. Arthur A Herrick, director, Alcoholic Beverage Commission, Sts ae of 
Kansas, Topeka, Kans., advised that Kansas laws do not require the officers’ 
or noncommissioned officers’ clubs at Forbes Air Force Base to purchase a Kansas 
Retail Liquor License, or any other type of license or permit for the sale of intoxi- 
cating beverages at the installation; however, that the clubs at Forbes Air Force 
Base purchase all their liquor from Kansas wholesale liquor dealers who, in turn, 
must have State and Federal liquor permits in order to operate as wholesale 
liquor dealers in Kansas. Mr. Herrick stated also that the laws of Kansas do 
not authorize the sale of liquor by the drink under an, condition. 

Lieutenant Frandsen and Sergeant Wilkerson, advised that their clubs had 
not been required to purchase Kansas retail liquor sté vais or permits; that the 
clubs purchased all liquors from licensed Kansas wholesale liquor dealers; that 
the clubs purchased and resold, by the drink or by the bottle, only those alcoholic 
beverages classified as intoxicating beverages; that the clubs were operating under 
current Federal Retail Liquor Dealers Tax Stamps, issued in July of 1952 for the 
period ending June 30, 1953; and that neither club engaged in wholesale liquor 
sales of any type. Investigation confirmed these statements. 


COST TO GOVERNMENT 


From an examination of current Department of the Air Force regulations 
relating to the assignment of officers and enlisted personnel in the operation of 
officers’ and noncommissioned officers’ clubs, it was determined that the personnel 
assignments to these activities at Forbes Air Force Base have been made in 
accordance with regulations. An enlisted man (Alc. John C. Wilkerson) has 
been assigned to assist Lieutenant Frandsen at officers’ club. Both men devote 
all of their duty time to the operation and management of the club. Lieutenant 
Frandsen advised that the enlisted man who assists him is paid a maximum of 
$90 a month from club funds for overtime work performed after regular duty 
hours, which are 7 a.m. to 4p.m. He stated that the other enlisted personnel 
employed by the club to perform various duties do their work after regular duty 
hours and are paid solely from club funds. He advised that all civilian employees 
are paid from club funds. 
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Sergeant Wilkerson is the only enlisted man assigned to duty at the noncom- 
missioned officers’ club. He advised that he spends all of his time in the operation 
and management of this activity and that the club pays him a maximum of $90 q 
month for overtime work performed after duty hours. He stated that enlisted 
men are employed by the club for work after duty hours and are paid from club 
funds for this work. He advised that all civilian employees are paid from club 
funds. : 

Direct monthly costs in pay and allowances are as follows: 

Officers’ club: 
2d Lt. Douglas A. Frandsen $270. 18 
Alc. John C. Wilkerson ; 170. 15 
Total _ _- ere ere 440. 33 
Noncommissioned officers’ club: 
M. Set. Harold W. Wilkerson 261. 88 


Total 702. 21 


ILLEGAL OR IMPROPER PRACTICES 


No Federal officer or employee at Forbes Air Force Base were found to have 
profited from the procurement and sale of alcoholic beverages. 


AUTHORITY FOR THE SALE OF LIQUOR 


A detailed examination of official files and records maintained at Forbes Air 
Force Base failed to disclose any directive, order, letter or other document from 
higher authority specifically authorizing the sale of liquor at this installation. 
Col. E. J. Hoelscher, commanding officer, Forbes Air Force Base, was unable to 
furnish any explanation for the absence of such authority, however, he said that 
the basic authorizations were probably on file in the office of General LeMay at 
Offutt Air Force Base, Omaha, Nebr. Brig. Gen. Joseph D. Caldara, command- 
ing general, 21st Air Division, Forbes Air Force Base, was not available during 
this investigation. 

The files contained various regulations issued by higher authority which per- 
tained, in general, to the establishment and operation of officers’ and noncom- 
missioned officers’ clubs and open messes; namely, AFR 176-1, dated May 29, 
1951, 176-11, dated August 8, 1951, 176-12, dated October 4, 1951, and 165-14, 
dated January 17, 1952 (all as amended). They contain comprehensive instruc- 
tions for the establishment and operation of many types of activities, including 
officers’ and noncommissioned officers’ clubs. None of these regulations refer to 
the sale of liquor at the clubs. 

The files contained a carbon copy of a document entitled, “(Headquarters 21st 
Air Division—Policies of Commanding General Expressed at Staff Meeting on 
Tuesday, March 27, 1951.” The sixth paragraph of this communication provides 
that— 

(a) No liquor will be allowed in barracks at any time. 

(b) Club officers will buy from wholesale dealers in Kansas (not outside State). 

(c) Club will pay State taxes on liquor. 

(d) Sale of bottles is authorized if retail price is not more than 10 cents cheaper 
than downtown 

(e) Baris open from 1700 to 2300 hours on week days and until 0100 on Saturday 
nights. 

The commanding officer, Forbes Air Force Base, advised that during the period 
March to July 1951, Forbes Air Force Base was a part of the 21st Air Division. 

Section 6 of Public Law 51, 82d Congress, 1st session (50 U. 8. C. App. 473, 
Supp. V) provides that the Secretary of Defense is authorized to make such regu- 
lations as he may deem to be appropriate governing the sale, consumption, posses- 
sion of or traffic in beer, wine, or any other intoxicating liquors to or by members 
of the Armed Forces or the National Security Training Corps at or near any camp, 
station, post, or other place primarily occupied by members of the Armed Forces 
or the National Security Training Corps. 

The commanding officer, Forbes Air Force Base, advised that since July 1952, 
all operations and functions at Forbes Air Force Base have been under the com- 
mand of the 15th Air Foree, March Field, Riverside, Calif. He supplied copies 
of documents identified as 15 Air Force Manual 176-1, entitled “Management 
Guide for Officers’ Open Messes”’ and 15 Air Force Manual 176-2, entitled ‘‘Man- 
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agement Guide for Noncommissioned Officers’ Open Messes’”’? which were issued 
by the Headquarters, 15th Air Force, on June 18, 1952. 

The titles of these manuals are indicative of the subject matters covered. Sec- 
tion II, chapter 2, of each manual is entitled, ‘‘Bar Liquor Service’’ and section 
III of chapter 2 is entitled, “Bulk Liquor Service.’’ These sections prescribe 
policies and procedures to be followed in the dispensing of liquor by the drink 
and by the bottle. However, neither manual sets out any specific authority for 
the sale of intoxicating liquors at any Air Force installation. 


Exatsit No. 24 
GENERAL ACCOUNTING Orrick, Orrice or INVESTIGATIONS 
Report No. I-18152—-LV-3 


REPORT OF SURVEY OF THE SALE oF ALCOHOLIC BEVERAGES, GODMAN Arr Forcs 
Bask, DEPARTMENT OF THE AiR Force, Forr Knox, Ky. 


INTRODUCTION 


This report relates to a survey covering the sale of alcoholic beverages on the 
Godman Air Force Base, Fort Knox, Ky., a Federal reservation located within 
the Commonwealth of Kentucky and entirely within the confines of the Fort 
Knox Reservation, but which is not a part of Fort Knox and is an independent 
command completely under jurisdiction of the Department of the Air Force. 


SCOPE OF SURVEY 


Maj. Donald J. Burch, Air Force, base commander of the Godman Air Force 
Base, was advised of purpose of this survey and he made available all personnel 
and records pertaining to the sale of alcoholic beverages on his base. Maj. George 
J. May, billeting officer and secretary of the officers’ open mess, and T. Set. 
Robert W. Ellis, steward of the noncommissioned officers’ open mess, were inter- 
viewed. All records concerning sale, handling, and taxation of alcoholic beverages 
were examined and liquor stocks were inspected. 

The Commissioners of the Department of Revenue and the Department of 
Alcoholic Beverage Control were interviewed and their written opinions obtained. 

Mr. L. O. Jones, legal officer, Aleohol and Tobacco Tax Division, Bureau of 
Internal Revenue, United States Treasury Department, was interviewed and 
copies of Treasury Department ruling on special tax were obtained; also the special 
tax files of the Bureau of Internal Revenue, Louisville, Ky., were examined. 


FINDINGS 
1. Procurement and distribution 


Liquor, wine, fermented malt beverages, and beer of over 3.2 percent alcohol 
by volume is purchased by the officers’ open mess and the noncommissioned 
officers’ open mess, the only organizations on the base authorized to deal in such 
beverages, from wholesale liquor dealers, brewers, and beer distributors licensed 
by the Commonwealth of Kentucky. Case lots, bottles, and drinks are sold at 
the bars of the two messes. 

Beer of less than 3.2 percent alcohol by volume is sold by post exchange No. 5 
(a branch of the Fort Knox post exchange system) and is purchased by the post 
ene from brewers and beer distributors licensed by the Commonwealth of 
<entucky, 


2. Extent of sales 


Sale of liquor, wine, fermented malt beverages, and beer of over 3.2 percent 
alcohol by volume is limited to officers and noncommissioned officers of the first 
3 grades stationed at Godman Air Force Base who are members of the 2 messes, 
transient Air Force personnel of like rank and grade and members of the Fort 
Knox sublocker systems. Civilians are not granted membership in either of the 
messes. Guests, if accompanied by a mess member, may buy drinks but may not 
purchase bottles or case lots. All purchasers must be identified before being 
served. 

Beer of less than 3.2 percent alcohol by volume is sold by post exchange No. 5 
only to Air Force and military personnel and civilian holders of post exchange cards. 
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3. Taxes 

All liquor and wine handled by the two messes bears Federal revenue stamps 
and Kentucky tax stamps; all is purchased from wholesale liquor dealers licensed 
by and located within the Commonwealth of Kentucky. 

Each mess operates under a special club license ! issued by the Commonwealth 
of Kentucky at $24 per year. 

Neither mess has paid the Federal retail liquor dealers’ special occupational 
tax ($50 per year), which would cover the sale of fermented malt beverages and 
beer as well as liquor and wine, for the fiscal years of 1953 and 1954. Air Force 
messes operating as described herein are not exempted from the payment of special 
tax by Treasury Department ruling and failure to pay is a violation of 26 United 
States Code 3283. 

Federal tax but no State tax is paid on beer and fermented malt liquors sold by 
the messes and post exchange No. 5. The Commonwealth of Kentucky has 
ruled ? that no State tax will be levied on beer and fermented malt liquors sold by 
these activities and State dispensing licenses are not used by any of the three to 
cover such sales. 

Neither post exchange No. 5 nor the Fort Knox post exchange system has paid 
the Federal special occupational tax for retail dealers in fermented malt liquors for 
the fiscal years of 1953 or 1954, which appears to be a violation of 26 United States 
Code 3283. 

4. Cost to Government 

The distribution of liquor, wine, beer, and fermented malt beverages reflects 
no cost against the United States. Air Force personnel engaged in the handling 
of alcoholic beverages at the 2 messes perform such duties in addition to their 
primary assignments and outside regular duty hours; bar hours are from 4:30 
to 11 p. m. on weekdays. No Government employees are employed or utilized 
by the messes. Post exchange No. 5 is operated by civilian employees of the 
post exchange system. No Government-owned vehicles are used in transport- 
ing alcoholic beverages; deliveries are made directly to each of the two messes 
by contract carriers or vehicles owned by the vendors and there is no redistri- 
bution problem at Godman Air Force Base; beer is delivered to post exchange 
No. 5 either by vehicles of the vendors or by post exchange trucks. 


5. Improper benefits 


All profits from the sale of alcoholic beverages go either to the mess funds or 
the post exchange fund, the accounts and records of which are periodically audited 
by Air Force inspectors. No Federal officer or employee is allowed to benefit 
or derive personal gain from the sale of alcoholic beverages. 


6. Authority 

The sale of alcoholic beverages on the Godman Air Force Base is authorized 
by the base commander in absence of Air Force regulations authorizing or pro- 
hibiting such traffic. It is contended by Major May and other Air Force per- 
sonnel that the Canteen Act, section 38 of the act of February 2, 1901 (10 U. S. 
C. 1350) does not apply to the Air Force. Search of Air Force Regulations 
revealed no authority for the sale of alcoholic beverages, but AF M-176-5, sec- 
tion VI, paragraph 24, sets up an accounting procedure for bar receipts and 
AFR-176-—-11B, paragraph 2 (a), covers the establishment of clubs and messes 
for rendering essential services in connection with morale, welfare, recreation, etc. 


7. Liquor control authorities 


Within the Commonwealth of Kentucky, taxation of alcoholic beverages is 
administered by the department of revenue and the licensing of liquor and fer- 
mented malt liquor dealers is controlled by the department of alcoholic beverage 
control. It is the opinion of Mr. Robert Allphin, commissioner of revenue, that 
all liquor sold on military reservations should be subject to State tax. He also 
said that it is the present policy of the department of revenue not to impose 
State tax on fermented malt beverages sold on such reservations. Mr. Guy C. 
Shearer, commissioner of the department of alcoholic beverage control, concurs 
with Mr. Allphin and is of the further opinion that the State license regulations 
should apply to organizations handling liquor on Federal reservations and that 
such establishments should be subject to State inspection;‘,his department 


1 See exhibit 3, Report I-18152-LV-2. 
1 See exhibit 6, Report I-18152-LV-2. 
3 See exhibit 8, Report I-18152-LV-2. 
4 See exhibit 9, Report I-18152-LV-2, 


4 
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presently issues special club licenses for sale of alcoholic beverages on military 
reservations.§ 

The application of Federal taxes in regard to liquor sold on Federal reservations 
was discussed with Mr. L. O. Jones, legal officer, Alcohol and Tobacco Tax 
Division, Bureau of Internal Revenue, United States Treasury Department. 
Mr. Jones said there is no question as to the validity of Federal tax imposed on 
all alcoholic beverages (evidenced by Revenue strip stamps and case stamps) 
sold on military reservations; also that Federal special occupational tax for 
retail liquor dealers and retail dealers in fermented malt liquors is applicable 
under provision of 26 United States Code 3283 when a system such as the Army 
locker system is not used. 


Exursir No, 25 
GENERAL AccouNTING OFFIcE, OrFICE OF INVESTIGATIONS 
Report No, I-18152—LV-2 


REPORT OF SURVEY OF THE SALE oF ALcoHOoLIC BEverRAGES AT Fort Knox, 
DEPARTMENT OF THE Army, Fort Knox, Ky. 


INTRODUCTION 


This report relates to a survey covering the sale of alcoholic beverages at Fort 
Knox, a military reservation which lies entirely within the boundaries of the 
Commonwealth of Kentucky and is operated under the jurisdiction of the Depart- 
ment of the Army. 

SCOPE OF SURVEY 


Col. John L. Ryan, Jr., Chief of Staff, was advised of purpose of this survey. 
Col. J. K. Sells, deputy post commander, and Lt. Col. R. C. Buckles, post alcohol- 
control officer, were designated to aid in the survey. 

All files, directives, and records pertaining to the dispensing of liquor were 
examined and discussed with the assigned officers. 

Due to absence of Capt. R. G. White, his assistant, 2d Lt. E. V. Inman, Jr., 
who is also officers’ sublocker fund custodian, was interviewed and liquor stocks 
were examined. 

Conferences were held with the commissioner of revenue, Mr. Robert H. 
Allphin, and the commissioner of the Alcoholic Beverage Control Department, 
Mr. Guy C. Shearer, of the Commonwealth of Kentucky. 

Further conferences were held with Mr. L. O. Jones, legal officer, Alcohol and 
Tobacco Tax Division, United States Treasury Department, Louisville, Ky. 


FINDINGS 

1. Procurement and distribution 

All liquor and wine is purchased by the central locker fund officer from whole- 
sale liquor dealers, licensed by the Commonwealth of Kentucky, and distributed 
through the central and sublocker systems to authorized personnel.! Case lots 
are distributed only by the central locker system; bottles and drinks are dispensed 
by four officers’ sublocker clubs, and the American Legion Club, all of which are 
located on the Fort Knox Reservation.? 
Beer of not more than 3.2 percent alcohol by volume is sold by the post exchange 
and its various branches. Beer and other fermented malt liquors of more than 
3.2 percent alcohol by volume is sold by 2 officers’ messes, 3 noncommissioned 
officers’ messes and clubs, the civilian employees’ club, and the American Legion 
Club. All beer and fermented malt beverages, regardless of alcoholic content, 
are purchased from brewers and beer distributors licensed by the Commonwealth 
of Kentucky. 


2. Extent of sales 

Sale of liquor and wine is limited to officers, noncommissioned officers of the 
first 3 grades, and civilian employees living on the post. Guests who are in resi- 
dence at Fort Knox for less than 14 days are not eligible to participate in the locker 


system, except in special cases when approved by competent authority (chief of 


§ See exhibit 3, Report I-18152-LV-2, 
1 Exhibit 1; memorandum to Staff Judge Advocate, Fort Knox, Ky. 
2 Exhibit 2; Circular No. 224, armored center headquarters, dated October 9, 1952. 
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each general and special staff section, armored center headquarters, or major unit 
commanders). All participants must be identified and display authorization be- 
fore orders can be placed and purchases made. 

Beer is sold by the post exchange system only to military personnel or civilians 
who hold post-exchange cards. The various messes and clubs sell beer and other 
fermented malt liquors to mess or club members, guests, or visitors, with little 
or no attention to the identity of the purchasers. 


8. Taxes 


(a) Liquor and wine.—All liquor and wine handled by the locker system bears 
Federal revenue stamps and Kentucky tax stamps; all is purchased from wholesale 
liquor dealers licensed by and located within the Commonwealth of Kentucky. 

The central locker system operates under a special club license * issued by the 
Commonwealth of Kentucky at $24 per year. 

Federal retail liquor dealers’ special occupational tax ($50 per year) has not 
been paid for the fiscal years of 1953 or 1954, but under a ruling of the United 
States Treasury Department,‘ dated April 13, 1951, and another * dated Septem- 
ber 8, 1952, it appears that bona fide locker systems on military reservations are 
exempted from payment of such special tax. 

The sale of all alcoholic beverages is controlled entirely by the Commonwealth 
of Kentucky and therefore there is no adverse impact on local tax structures. 

(b) Beer and fermented malt beverages.—Federal tax is paid, but there is no State 
tax paid on beer and fermented malt beverages sold by post exchange and the 
various messes, clubs, and organizations located within the confines of military 
reservations in Kentucky * and dispensing licenses are not used. None of these 
activities have paid the Federal special occupational tax as retail dealers in fer- 
mented liquors ($27.50) for the fiscal years 1953 or 1954. 

Beer sold by the post-exchange system is handled almost entirely by civilian 
employees of the post exchange; military personnel, assigned to the post exchange, 
devote little or no time to the procurement and distribution of beer. 

Beer and fermented malt beverages, sold by clubs, messes, and organizations, 
are handled by military personnel during off-duty hours and civilian employees 
paid from mess or club funds. 

The post-exchange system, the locker system, and the various messes own 
vehicles which were purchased by nonappropriated funds and no Government- 
owned vehicles are used for the transportation of alcoholic beverages, all of which 
are delivered to the post by contract carriers or vehicles belonging to the liquor 
and beer wholesale dealers and then redistributed by the privately owned vehicles 
mentioned above. 

5. Improper benefits 

All profits from liquor and wine sales go into the central locker fund. Profits 
from beer sold by_the post exchange go into post-exchange funds. Profits from 
the sale of beer and fermented malt beverages sold by the messes, clubs, and 
organizations go into the authorized treasury of each such activity. The 
accounts and records of all of the activities are periodically audited by Army 
inspectors. No Federal officer or employee is allowed to benefit or derive per- 
sonal gain from the sale of alcoholic beverages at Fort Knox; pertinent post 
regulations are rigidly enforced. 


6. Authority 


The locker system, now in use, was authorized on October 9, 1952, by the 
commanding general,’ Fort Knox, and closely follows a method outlined in a 
letter § from the Department of the Army to the commanding general of the 
Second Army, except that cash rather than ‘‘chits’” are used. Under this sys- 
tem it is contended that no actual sale of liquor is consummated on the reserva- 
tion and that provisions of the Canteen Act, section 38 of the act of February 2, 
1901 (10 U. 8. C. 1350), are not being violated. 

The sale of alcoholic beverages of less than 3.2 percent by volume, such as is 
sold by the post exchange, is authorized under paragraph 37, Army Regulations 
210-10. 

The sale of beer and fermented malt beverages of more than 3.2 percent by 
volume by the various messes, clubs, and organizations carried on with the 


3 Exhibit 3; copy of Kentucky alcoholic beverage control regulation. 

4 Exhibit 4; Treasury Department letter, dated April 13, 1951. 

5 Exhibit 5; Treasury Department letter, dated September 8, 1952. 

6 Exhibit 6; Circular CH-28 (revised), Commonwealth of Kentucky. 

? Exhibit 2; Circular No. 224, armored center headquarters, October 9, 1952. 
§ Exhibit 7; copy of Department of Army letter, dated April 27, 1951. 
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knowledge of the commanding general, Fort Knox, appears to be in violation of 
Army Regulations 210-10 and 10 United States Code 1350, 


7. Liquor control authorities 


Within the Commonwealth of Kentucky, taxation of alcoholic beverages is 
administered by the department of revenue and the licensing of liquor dealers is 
controlled by the department of alcoholic-beverage control. It is the opinion of 
Mr. Robert Allphin, commissioner of revenue, that liquor sold on military reser- 
vations should be subject to State tax. He also said that it is the present policy 
of the department of revenue not to impose State tax on fermented malt beverages 
sold on military reservations. Mr. Guy C. Shearer, commissioner of the depart- 
ment of alcoholic beverage control, concurs with Mr. Allphin and is of the further 
opinion that the State license regulations should apply to organizations handling 
liquor on Federal reservations and that such establishments should be subject to 
State inspection ;!° his department presently issues licenses for the sale of alcoholic 
beverages on military reservations.!! 

The application of Federal taxes in regard to liquor sold on Federal reservations 
was discussed with Mr. L. O. Jones, legal officer, Aleohol and Tobacco Tax Divi- 
sion, Bureau of Internal Revenue, United States Treasury Department. Mr. 
Jones said there was no question as to the validity of the Federal tax imposed on 
all aleoholic beverages (evidenced by strip stamps and case stamps) sold on mili- 
tarv reservations, but that under certain conditions the handling of such beverages 
s not subject to Federal occupational tax (retail liquor dealers’ special occupation- 
al tax) and offered a copy of a Treasury Department letter, dated April 13, 1951, 
regarding locker svstems, with outline for such systems attached, which provided 
for exemption from retail liquor dealers’ special occupational tax.!’2 He then 
furnished a copy of another Treasury Department letter, dated September 8, 
1952,'3 which requires the payment of retail liquor dealers’ special occupational 
tax When the sale of liquor on military reservations does not follow the authorized 
locker Svstem., 

All exhibits are being submitted with the original of this report and no copies 
are available for submission with this copy of the report. 


Exuisit No. 26 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—-NO-2 


REPORT ON INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES ON 
GOVERNMENT RESERVATIONS, BARKSDALE AIR Force Base, SHREVEPORT, 
La. 


This report covers an investigative survey of the sale of alcoholic beverages at 
Barksdale Air Force Base, Shreveport, La. 


ACQUISITION AND DISPOSITION OF LIQUOR 


Liquor is purchased for resale by secretaries of the officers’ open mess and the 
noncommissioned officers’ open mess. Purchases with mess funds are made 
from local distributors. It is sold by drink at the bar and by bottle through 
package stores. The two messes operate independently in purchasing and 
dispensing stocks. Sales of liquor are said to be restricted to members of the 
messes and their dependents. 


ACQUISITION AND DISPOSITION OF BEER 


Beer is purchased for resale by the officers’ and noncommissioned officers’ 
open messes and the base exchange. Secretaries of the messes and managers of 
the exchange branches purchase beer from local distributors. Messes sell beer 
over the bar by the bottle, and the base exchange sells by the bottle at a taproom 


* Exhibit &: letter from the Kentucky commissioner of revenue. 

© Exhibit 9: letter from the Kentucky commissioner of alcoholic beverage control. 
1! Exhibit 3: copy of Kentucky alcoholic beverage contro] regulations. 

! Exhibit 4: Treasury Department letter dated Apr. 13, 1951. 

8 Exhibit 5: Treasury Department letter dated Sept. 8, 1952. 
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for enlisted personnel in the main exchange. The exchange also sells beer by 
the case.! ‘i 
The messes claim that they restrict sales to members and their dependents: 
the exchange claims to restrict sales to persons having unlimited exchange 
privileges. 
FEDERAL, STATE, OR LOCAL TAX REQUIREMENTS 


The base exchange pays the Federal special taxes of $100 as a wholesale dealer 
and $22 as a retail dealer in fermented malt liquors. The officers’ open mess and 
the noncommissioned officers’ open mess each pay the Federal special tax of $50 
as retail dealers in liquors. 

The Department of Revenue of Louisiana sllows the three organizations to 
purchase alcoholic beverages from wholesale dealers free of gallonage tax. An 
exemption certificate signed by an authorized officer and returned to the wholesale 
dealer upon receipt of each order, is required. Dealer permits are not required 
because the organizations operate on a Government reservation. State and local 
taxes, and permits required of similar dealers in alcoholic beverages not operating 
on Government reservations are as follows: 





Liquor 


Gallonage tax: | 
State ..--| $10 per barrel (not more than 31 gallons), 


Parish, Bossier - Bro alvcheteii $1.50 per barrel (not more than 31 gallons). 
Sales tax: State i be Sietiiac 2 percent, 

mits, renewable annually 

State a a .-| $15. 

Parish, Bossier 25. 








COST TO THE GOVERNMENT 


The alcoholic beverage dispensing activities are handled by civilian employees 
and enlisted personnel, working in their off-duty hours. They are paid from 
nonappropriated funds. The only cost to the Government is the time of the 
officer in charge devoted to supervising the activities and the space used in build- 
ings furnished by the Government. The supervising time required appears to be 
negligible. 

IMPROPER BENEFITS TO INDIVIDUALS 


No instances were found where an individual improperly benefited from the 
operation of the alcoholic beverage dispensing activities. 


AUTHORITY FOR SALE OF ALCOHOLIC BEVERAGES ON THE RESERVATION 


Authority for the sale of beer with an alcohol content of not more than 3.2 
percent by weight in exchanges is contained in AFR 147-7 and AFR 147-8, 
dated July 24, 1952. The other activities are governed by AFR 176-10, dated 
May 12, 1950. Base officials were unable to furnish authority for the sale of 
liquor by the officers’ and noncommissioned officers’ messes. 


Exuisit No. 27 
GENERAL AccoUNTING OrrFrice, Orrice or INVESTIGATIONS 
Report No. I-18152—NO-1 


Report CovERING INVESTIGATIVE SURVEY OF THE SALE or ALCOHOLIC BEVER- 
AGES, Camp Potk, La. 


INTRODUCTION 


This report covers an investigative survey of the sale of alcoholic beverages at 
Camp Polk, La. The survey was confined to present procedures since records 
and personnel of prior periods were not available. 


1 Limited to two cases. 
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ACQUISITION AND DISPOSITION OF LIQUORS 


All liquor sold on the reservation is purchased by the Camp Polk central locker 

group, a nonappropriated fund activity financed by a deposit of $5 by each mem- 

er. Membership in the group is open only to officers and noncommissioned 
officers and members of their family. 

Liquor is purchased from wholesalers and distributed in bottles and cases to 
members and to clubs located on the reservation. Liquor furnished by the group 
to clubs on the reservation is served to their members only by the drink. There 
are 2,000 club members and only 353 locker group members. 


EXTENT OF SALES 


Serving of liquor on the reservation is restricted to holders of identification 
ecards. Visiting Army personnel are eligible for membership in the locker group 

{1 may also request the billeting officer to issue an identification card which 
authorizes clubs to serve them drinks. 


FEDERAL, STATE, OR LOCAL TAX REQUIREMENTS 


The liquor locker group does not pay a Federal special tax, on the premise 
that the group acts as an agent for the individual, who is not subject to such tax. 

Che State of Louisiana has authorized the locker group to purchase alcoholic 
beverages from Louisiana wholesale dealers free of gallonage tax. (See exhibit 2.) 

Che treasurer of the police jury for the parish of Vernon advised that Camp 
Polk was located in a dry ward, and that tax, dealer permits, and licenses are not 
required by the parish. 

The officers’ and the NCO clubs where alcoholic beverages are served do not 
pay a Federal special tax. They contend that they are serving a member his own 
liquor and that the marked-up price is to cover the cost of service. 


cosT TO THE GOVERNMENT 


From a review of operating statements of the locker group and the clubs on the 
reservation it was determined that, with the exception of the use of Government 
buildings, the only cost to the Government is the amounts paid to military per 
sonnel who handle alcoholic beverages during official duty hours. A statement 
showing the monthly cost to the Government follows: 


Estimated| Monthly 
percent- pay and | 
age of allow- 
time ance 


Name and rank Cost Position 


J. W. Robbins, captain atibae” f $535. § 5 | Officer in charge of liquor 
locker 
R. P. Polidori, second lieutenant 5 270. 1 35. 06 Assistant to officer in 
charge of liquor locker. 
Norbert J. Norwak, corporal { 2 ? Officers club 
Claude Beverly, Jr., sergeant.... 262 §2. § Do. 
Charles H. Ready, sergeant, first class 5 Do. 
nes C, Woodruff, sergeant. : 297 39.5 Do. 
Jimmie M. Adams, sergeant { 53. 2% Do 
William E. Fowler, sergeant, first class : : 3¢ Do. 
Lester G, Peyton, corporal 5 119. 8 Do. 
lix Avina, sergeant 139. 5 Do 
Leroy Goodlander, sergeant ; 2% 37 Noncommissioned  offi- 
cers club. 


John Biafore, corporal Siistcntles , 2: 30 Do. 


Total... a , 461. 43 


IMPROPER BENEFITS TO INDIVIDUALS 


Invoices covering purchases of liquor by the locker were reviewed and it was 
determined that liquor was being furnished to the individuals at wholesale cost. 
No instances were noted where individuals received gifts or profits through 
operation of the locker. 


1 See exhibit 1 for a detailed description of the group. 
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AUTHORITY FOR THE SALE OF LIQUOR ON THE RESERVATION 


Authority for the establishment of the Camp Polk central locker group is 
stated in a memorandum dated January 30, 1953, from the commanding general 
of the camp. He cites as his authority AR 210-50, paragraph 2c, which provides 
for voluntary associations of individuals for social and other cooperative objects 

From terms of the authorization it appears that liquor purchased by the locker 
group would be for members only. However, the billeting officer said that when 
he issues an identification card to a visitor, it is possible for the visitor to purchase 
drinks at clubs on the reservation without being a member of the group. It was 
determined that when the clubs order liquor a list of purchasers is not furnished 
to the locker group and that bottles of liquor in storage and on the bars do not 
show who the purchasers were. 


HEADQUARTERS Camp POLK, 
Camp Polk, La., January 30, 1953. 


Subject: Camp Polk Central Locker Group. 
To: All Officers and Non-Commissioned Officers. 

1. Effective February 2, 1953, a Camp Polk Central Locker Group (hereafter 
called the Central Locker Group) is established under the direct supervision of 
the Deputy Post Commander. The Central Locker, Camp Polk Officers’ Open 
Mess, is abolished as of 2400 hours, February 1, 1953. 

2. The purpose of the Central Locker Group is to improve social and fraternal 
relationship among its members. It will have a council consisting of the Deputy 
Post Commander, the Post Executive Officer, and one (1) additional member 
selected by the Post Commander. A Camp Polk Locker Group Officer will be 
appointed by the Post Commander. He will be bonded in the amount of five 
thousand dollars ($5,000.00). The accounts of the Locker Group Officer will be 
audited as directed by the Post Commander. The Camp Polk Central Locker 
Group is authorized under the provisions of paragraph 2c AR 210-50; is not a 
sundry fund and is not a Government instrumentality within the provisions of 
paragraph lb, AR 210-50. 

3. (a) Membership in the Central Locker Group is voluntary. It is open to 
officers and non-commissioned officers only and through membership of the 
principal, to members of their families. 

(b) To be eligible to participate in the activities of the Central Locker Group, 
officers and non-commissioned officers will make application for membership, will 
deposit with the Locker Officer the sum of five dollars ($5.00) and will receive a 
membership card. Membership cards for dependents of legal age must be 
applied for by the principal. Application will include the following statement: 

“J appoint the Locker Officer as my agent to purchase liquors for me in the 
maximum amount of five dollars ($5.00) to include all material and service charges. 
Merchandise purchased for me to be delivered to me or an authorized member of 
my family as follows: 

(a) Over the bar at the Camp Polk Officers or Non-Commissioned Open Messes 
by the drink only. 

(b) By the bottle delivered directly to me by the Locker Officer.” 

4. Liquor purchased by the Locker Officer as agent for any member may be 
dispensed over the bar of the appropriate Open Mess subject to the following 
conditions: 

(a) Liquor will be dispensed by the drink only. Member must present his 
membership card to bar attendant. Drinks will not be sold to nonmembers. 

(b) All liquors served at the bar of the Camp Polk Officers’ Open Mess or the 
Camp Polk NCO Open Mess or their branches will be furnished by the Camp 
Polk Central Locker Group Officer. In serving drinks therefrom, to the owner 
and to guests of the owner present with him, by mess attendants, the mess may 
charge in addition to the cost of the liquor, a nominal charge for service and any 
non-alcoholic ingredients furnished. That part of the purchase price of the 
drink which is the cost of the liquor used, will be turned over to the Central Locker 


2 See exhibit 1 for copy of the memorandum. 
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Group Officer as an advance toward the purchase of liquor to replace that used. 
The Central Locker Group Officer will again act as agent for the consumer. 

5. All liquor procured by the Liquor Officer will be procured and paid for in 
advance off the post. 

6. Membership deposits will be returned to members upon application to the 
Locker Officer. Membership cards must be turned in when surrendering mem- 
bership. 

7. Hours of operation of the Central Locker will be as directed by the Post 
Commander after drill hours. 

8. Deposits may be paid by cash or check. Checks returned by banks for any 
reason may subject the individual to disciplinary action if not adequately ex- 
plained and the amount thereof together with any bank collection charges, 
promptly paid to the Locker Officer. Repiated return of checks by the bank 
will result, also, in cancellation of individua)’s membership. 

By COMMAND OF Masor GENERAL KREBER: 
Curnton A. ANDERSON, 
Lt Col, AGC, 
Adjutant. 


DEPARTMENT OF REVENUE 
STATE OF LOUISIANA, 
Baton Rouge 1, April 9, 1958. 
Colonel ArcHiBALp B. BARRETT, 
Deputy Post Commander, Headquarters Camp Polk, 
Camp Polk, La. 

Dear CoLoNEL Barrett: This refers to your letter of request dated March 
12, 1953, for temporary authorization for the activity of the Camp Polk Central 
Locker Group at Camp Polk to purchase alcoholic beverages from Louisiana 
wholesale dealers free of the Louisiana gallonage tax thereon, as has been author- 
ized for like activities of the Navy and Air Force. You stated in your letter 
that your representatives, Capt. Charles L. Beck and Lt. Robert H. Williams, 
had discussed the matter with Mr. Thomas A. Harrell, attorney for the Depart- 
ment of Revenue. 

This letter will serve as authorization to so purchase alcoholic beverages from 
Louisiana wholesale dealers, free of the Louisiana tax thereon, in accordance 
with the provisions of this letter. The specific activity hereby authorized is 
identified as follows: Camp Polk Central Locker Group, Headquarters, Camp 
Polk, Camp Polk, La. 

In order that Louisiana wholesale alcoholic beverage distributors may receive 
tax exemption, it is necessary that a tax exemption certificate, Form ABT 13, 
be secured by the dealer on each separate sale. It is required that the invoice 
of the dealer show the correct name and identity of the activity as shown above, 
and further that the tax exemption certificate be made in that name. The tax- 
exemption certificate is required to be signed by a responsible officer of the 
activity making the tax free purchase, and you have set out the individual 
shown below to sign such certificates: Capt. J. W. Robbins, 01013697, Agent 
Officer for the Group. 

It is understood that the purchases of the unstamped alcoholic beverages are 
for use and consumption of military personnel only, and are not to find their 
way into other channels. 

Yours very truly, 
Rurus W. Fontenot, 
Collector of Revenue. 
By I. D, Merepirn, 
Chief, Beverage and Tobacco Tax Division. 


A true copy: 
Cuaries L, Beck, 
Capt., J AGC. 


85810—54—pt. 83-27 
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Exuisit No. 28 


GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—-NO-5 


Report ON INVESTIGATIVE SURVEY OF THE SALE or ALcoHOLIC BEVERAGEs 
on GOVERNMENT RESERVATIONS, Came LEROY JOHNSON, NEW ORLEANs, 
LOUISIANA 


INTRODUCTION 


This report covers an investigative survey of the sale of alcoholic beverages 
at Camp Leroy Johnson, New Orleans, La. Alcoholic beverages are dispensed 
by the post exchange, the New Orleans officers’ open mess, and two noncom- 
missioned officers’ messes. 


ACQUISITION AND DISPOSITION OF LIQUOR 


Liquor dispensed on the post is purchased by the officers of a locker club, a 
nonappropriated fund activity whose membership is open only to officers. A 
deposit of $15, refundable upon termination of membership, is required of each 
member. Deposits are used as a: working fund to buy liquor stocks. Sales by 
the bottle or case are restricted to members. Bar sales by the drink are made 
to members and their guests. Sales are for cash, and the proceeds are used for 
operating expenses and for replenishing the working fund. 


ACQUISITION AND DISPOSITION OF BEER 


Beer is purchased for resale from local distributors by the post exchange, the 
officers’ mess, and the noncommissioned officers’ messes. The exchange sells 
beer after duty hours by the bottle at the cafeteria and bowling alley, and by the 
carton and case at the exchange store. Sales are restricted to persons having 
unlimited exchange privileges. The three messes sell beer by the case to members 
and by the bottle to members and their guests at the bars. 


FEDERAL, STATE, OR LOCAL TAX REQUIREMENTS 


The exchange and the noncommissioned officers’ clubs pay the Federal special 
tax of $22 as retail dealers in fermented malt liquors, and the officers’ mess pays 
the Federal special tax of $50 as a retail dealer in liquors. 

The Department of Revenue of Louisiana allows the four organizations to 
purchase alcoholic beverages from wholesale dealers free of gallonage tax. An 
exemption certificate initiated by the wholesaler and signed by an officer authorized 
by the State revenue department is required for each order. State and local 
permits are not paid by the organizations. Commercial dealers are required to 
pay for permits and taxes as follows: 


Gallonage tax Liquor Beer 


$1.58 a gallon... .| $10 a barrel (31 gallons). 
| $0.40 a gallon $1.50 a barrel (31 gallons). 
Sales tax: | 
State a ‘ | 2 percent..........- 2 percent. 
City of New Orleans 1 percent 1 percent. 
Permits, renewable annually: 
State. $15. 
Orleans Parish .._- $100 (beer only). 


COST TO THE GOVERNMENT 


Alcoholic beverages are dispensed by civilian employees or military personnel 
on off-duty hours. They are paid from nonappropriated funds of the organiza- 
tions concerned. Space used by these activities in buildings furnished by the 
Government, and the time of officers and noncommissioned officers in charge 
required to supervise the general operation of buying and dispensing alcoholic 
beverages, appear to be the only cost to the Government. Supervising time seems 
negligible when compared with other duties of the officers in charge. 
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IMPROPER BENEFITS TO INDIVIDUALS 


No instances were found where an individual improperly benefited from the 
operation of the alcoholic beverage dispensing activities. 


AUTHORITY FOR SALE OF ALCOHOLIC BEVERAGES ON THE RESERVATION 


The only authority found for dispensing liquor through the locker club was 
paragraph 39, AR 210-10. Sale of beer having an alcoholic content not exceeding 


3.2 percent by weight is authorized by paragraph 38, AR 210-10. 


Exutisit No. 29 
GENERAL ACCOUNTING OFrrFricgE, OFrFrice oF INVESTIGATIONS 
Report No. I-18152-NO-3 


REPORT ON INVESTIGATIVE SURVEY OF THE SALE or ALCOHOLIC BEVERAGES ON 
GOVERNMENT ResERVATIONS, UNITED States Navat Station, New ORLEANS, 
La. 

INTRODUCTION 


This report covers an investigative survey of the sale of alcoholic beverages at 
the United States Naval Station, New Orleans, La. Liquor and beer are sold by 
the commissioned officers’ mess (closed) and the chief petty officers’ club. The 
exchange sells only beer. 


ACQUISITION AND DISPOSITION OF LIQUOR 


The officer in charge of the commissioned officers’ mess buys all liquor dispensed 
on the base by the mess and the chief petty officers’ club. Purchases are made 
with mess funds from local distributors. The CPO club secretary reimburses 
the mess fund for liquor purchased for the club. Secretaries of the mess and 
club said that sales by the package stores are limited to members of the mess or 
club and that bar sales are only made to members and their guests. 


ACQUISITION AND DISPOSITION OF BEER 


Beer is purchased for resale from local distributors by the commissioned officers’ 
mess, the chief petty officers’ club, and the Navy exchange. The exchange sells 
beer after duty hours by the bottle at the cafeteria, bowling alley, and enlisted 
men’s club, and by the case at the cafeteria. The officer in charge of the exchange 
said that sales are restricted to persoas having unlimited exchange privileges. 
Sales by the mess and club are restricted to bar sales to members and their guests. 


FEDERAL, STATE, OR LOCAL TAX REQUIREMENTS 


The exchange pays the Federal special tax of $22 as a retail dealer in fermented 
malt liquors, and the mess and club each pay the Federal special tax of $50 as 
retail dealers in liquors. 

The Department of Revenue of Louisiana allows the three organizations to 
purchase alcoholic beverages from wholesale dealers free of gallonage tax. An 
exemption certificate initiated by the wholesaler and signed by an officer author- 
ized by the State revenue department is required for each order. State and 
local permits are not paid by the organizations. Commercial dealers are required 
to pay for permits and taxes as follows: 


Liquor Beer 


Gallonage tax: 
State ee ee ee ee Se ee $1.58 per gallon -.. $10 per barrel (31 gallons). 
Orleans Parish (city of New Orleans) . ..--| $0.40 per gallon...-.. $1.50 per barrel (31 gallons). 
Sales tax: 
: 2 percent. 
1 percent.....-... -| 1 percent. 
Permits, renewable ¢ 
Ma ana sa 3:0 : SE 
Orleans Parish. -..-. ies $500 liquor and beer...| $100 beer only. 
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COST TO THE GOVERNMENT 


Alcoholic beverages are dispensed by civilian employees or Navy personnel on 
off-duty hours. They are paid from nonappropriated funds of the organizations 
concerned. The space used by these activities in buildings furnished by the 
Government and the time of officers in charge required to supervise the genera] 
operation of buying and dispensing alcoholic beverages appears to be the only 
cost to the Government. The supervising time required seems negligible when 
compared with other duties of the officers in charge. 


IMPROPER BENEFITS TO INDIVIDUALS 


No instances were found where an individual improperly benefited from the 
operation of the alcoholic beverage dispensing activities. 


AUTHORITY FOR SALE OF ALCOHOLIC BEVERAGES ON THE RESERVATION 


Authority for the sale of alcoholic beverages by the commissioned officers’ 
mess and the chief petty officers’ club is in NavPers 15847, manual for com- 
missioned officers’ messes ashore, and NavPers 15800, regulation for chief petty 
officers’ messes and enlisted men’s clubs ashore, respectively. The exchange is 


ee to sell beer by paragraph 3-201 of the Armed Service Exchange Regu- 
ations. 


Exuisit No. 30 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152-WN-5 


Report OF INVESTIGATIVE SURVEY COVERING THE SALE OF ALCOHOLIC BEVER- 
AGEs, Unitep States Navau Station, SEVERN RiIvER Navat ComMaNnp, 
ANNAPOLIS, Mb. 


Alcoholic beverages are sold by the officers’ mess (open) and by the Navy 
exchange at the United States Naval Station, Severn River Naval Command 
(hereinafter called the station). 


OFFICERS’ MESS (OPEN) 


1. Channels through which alcoholic beverages are dispensed are as follows: 

About 90 percent of spirituous liquors sold are obtained from distilleries who 
have a Maryland State license to sell liquors on a wholesale basis and about 10 
percent of liquor’sold is obtained from State distributors. 

All beer sold is obtained from local wholesale distributors. 

Members of the mess are not allowed to bring in any alcoholic beverages for 
personal consumption. 

2. Sales are made to members for consumption on or off the premises. 

There is no limit to the quantity a member may purchase if he lives on the 
station. A person living off the station is limited to two-fifths of a gallon per 
month. 

Members may have, and purchase drinks for, guests. Guests are not permitted 
to carry package goods from the station. 

Copy of Instructions for Employees of the Packaged Goods Store is attached 
as exhibit No. 1. 

3. Federal taxes on alcoholic beverages are paid by the manufacturers or 
distributors. 

An internal revenue special Federal excise stamp, costing $50, is purchased 
yearly as provided for in 26 United States Code 3254, and displayed in accordance 
with 26 United States Code 3273 (exhibit No. 3—sec. No. 1007). 

Maryland tax on alcoholic beverages is exempt by article 2—B, section 74, of 
the Annotated Code of the Public General Laws of Maryland (1951 ed.). Copy 
of an excerpt of article 2—B, section 74, is attached as exhibit No. 2. 

Mr. Roger V. Laynor, chief, Alcohol Beverages Division, State of Maryland, 
Annapolis, Md., said his office was at this time conducting a study of the amount 
involved, statewide, resulting from the exemption from taxes of United States 
Government activities located in the State of Maryland. 
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4. The cost of the Government consists of the space utilized by the bar and 
pela — room. No military personnel was assigned to duty in the officers’ 
mess (open). 

5. Mr. Thomas P. Bosley, civilian manager of the officers’ mess, advised that 
no officer or employee improperly benefits from the sale of alcoholic beverages. 

6. Mr. Bosley cited U.8. NAVPERS No. 15847 as the authority for purchasing, 
storing, and selling alcoholic beverages. Excerpts copied from U. 8. NAVPERS 
No. 15847, concerning privileges of using package liquor store, etc., are attached as 
exhibit No. 3. 

NAVY EXCHANGE 


1. Beer sold by the Navy exchange is acquired from local wholesale distributors. 

2. Sales are made to persons holding exchange permits for consumption on and 
off the premises. Beer sold for consumption off premises is not supposed to be 
removed from the station. Persons purchasing beer for removal from: the premises 
have to sign to the effect they will not remove beer from the station. 

There are two retail locations, as follows: 

Blue Room, Recreation Building. 
Renia Mercedes dock. 

3. Federal taxes on beer are paid by the manufacturers or distributors (exhibit 
No. 4). It was reported by R. A. Raby, ensign SC, USN, that Internal Revenue 
special Federal excise stamps were purchased, however, they were supposed to be 
in a safe, which at the time of the interview could not be opened, due to the respon- 
sible person being in Washington, D. C. If the stamps were in the safe they are 
not displayed as provided for in 26 United States Code 3273. 

Maryland tax on beer is exempt by article 2—B, section 74 of the annotated code 
of the Public General Laws of Maryland (exhibit No. 2). 

4. No military personnel was assigned to duty in the Navy exchange, 

5. Mr. Raby, exchange officer, advised that no officer, enlisted or civilian 
employee improperly benefits from the sale of beer. 

6. The authority for Navy exchanges to purchase, stock, and sell beer is covered 
by 4340-9, Navy Exchange Manual. Excerpts copied from the Navy Exchange 
Manual is attached as exhibit No. 4. 


Excerpts FrRoM THE ANNOTATED CoDE OF THE PuBLIC GENERAL LAWS OF 
MARYLAND (1951) 


ARTICLE 2B. ALCOHOLIC BEVERAGES 


Section 74. (Sates To FreppRAL Reservations.) The provisions of this 
Article shall not be construed to prevent the sale and delivery of aleoholic bever- 
ages by manufacturers and wholesalers to persons permitted by proper authority 
or authorities of the United States to purchase alcoholic beverages for use only on 
the Federal Reservation in this State where such persons are assigned without 
payment of the taxes on the wine and liquor; and in the case of beer upon which 
the tax has been paid at the time of purchase, a refund of the tax shall be made 
after approval by the Comptroller upon proper application therefor filed within 
ninety (90) days from date of purchase. Provided, however, the Comptroller 
may require his approval of each order of wine or distilled spirits before the pur- 
chase or delivery of same. 


Excerpts From U. S. NavPers #15847 
CHANGE MEMORANDUM 1-2 APRIL 3, 1953 


1005. Priviteces or Ustne Pacxace Liquor SToRE 


“The package liquor store is for the use of commissioned officers of the Navy on 
active duty. If supplies are adequate, privileges may be extended by the com- 
manding officer to commissioned officers of all Armed Services of the United States 
and foreign nations on active duty (including active duty for training) or on the 
retired list with pay, and to officers of the U. 8. Coast Guard and Geodetic Survey 
and the U. 8. Public Healta Service on active duty.” 


1006. (a) RevisEp 

(a) Positive identification of every purchaser of package liquors shall be 
required. The official Armed Forces Identification Card shall be used for this 
purpose.” 
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1007. Competiance WitH Bureau or INTERNAL REVENUE REGULATIONS 

“All messes operating bars or package stores are required to comply with the 
Bureau of Internal Revenue Regulations applicable to retail liquor dealers and 
retail dealers in fermented malt liquors. Copies of these regulations, Bureau of 
Internal Revenue Notice Form 939, should be obtained from the District Super- 
visor of the Alcoholic and Tobacco Tax Division.” 


Excerpts From Navy ExcHancre MANvAL 


4340-9 Sa.es or BotrLEp BEVERAGES 


“The sale of fountain drinks from counter dispensers should be emphasized, 
Bottle soda will not be handled in activities having soda fountains or dispenser 
equipment but it may be stocked for special events, such as ball games, ete. Soda 
and beer may and should be sold by the case for off-premise consumption, subject 
to station regulations.”’ 


2729-1 Liquors anp Matt Liquor Taxes 


‘‘A Federal Internal Revenue Tax is applicable on all distilled spirits, imported 
perfumes containing distilled spirits and wines, the tax is generally paid by the 
importer or producer, and is usually by affixing tax stamps. Such taxes are 
included in the purchase price paid by the Exchanges.” 


Exursit No. 31 


GENERAL AccounTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—N Y-3 


Report oF INVESTIGATIVE SURVEY OF THE SALE or ALCOHOLIC BEVERAGES, 
Westover Arr Force Base, Cuicopee Fauus, Mass. 


INTRODUCTION 


The purchase and sale of alcoholic beverages at Westover Air Force Base, 
Chicopee Falls, Mass. was discussed with the deputy commander of the base, 
Col. D. H. Chatterton, officials of the various clubs and activities, customs in- 
spectors assigned to the base, and officials of the Commonwealth of Massachusetts. 

Colonel Chatterton said that the purchase and sale of alcoholic beverages, on a 
base, can be authorized by the commanding officer as there is no law or regulation 
that says it cannot be done. Air Force regulations allow the commanding officer 
to authorize and approve facilities, equipment, and services and conduct recrea- 
tional and revenue-producing activities that are not otherwise prohibited. 

The commanding officer does not permit the operation of a package store, for 
the sale of bottled liquor, at this base. 


STATE LAWS AND REGULATIONS 


An interview was had with Mr. Albert H. Stitt, director of the Division of 
Excise Taxes for the Commonwealth of Massachusetts, concerning the laws and 
regulations of the State with regard to the purchase and sale of alcoholic beverages 
on a Federal reservation. 

Section 28 of the State Liquor Control Act provides, with respect to the licensing 
of distributors, that “The holder of such a license may also sell and deliver such 
beverages to any person on any Federal or State military or naval reservation 
authorized by the commanding officer thereof to purchase and receive the same.” 
»} Mr. Stitt said that the commissioner of corporations and taxation has ruled as 
of April 20, 1950,! that sales of alcoholic beverages on Federal reservations are 
subject to the State excise tax unless the sale is made to the United States or to 
an instrumentality of the United States and that direct sales by out-of-State 
distillers to activities located on a Federal reservation are prohibited by the State 
law. He said that, although the State has not strictly enforced the ruling of 
April 20, 1950,1 with respect to the collection of the excise taxes from officially 
authorized commissioned and noncommissioned officers’ clubs at Air Force, Navy, 
and Coast Guard installations,’ it has always collected the excise tax on all pur- 


1 See exhibit No. 1. 
? See exhibit No. 2. 
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chases of alcoholic beverages by activities at Army installations, on the theory 
that no purchases made for an Army installation can be considered to be made by 
an instrumentality of the Government because the law (10 U. 8. C. 1350) pro- 
hibits the sale of liquor or beer at an Army installation. 

Sales to individuals and purchase groups located on Federal installations, by 
out-of-State distillers,? in violation of the State Liquor Control Act, has created 
an undesirable situation and a loss of revenue to the State through the inability 
of the State to collect the excise tax on such deliveries. 

Mr. Stitt said that the State Liquor Control Act does not allow any alcoholic 
beverages to be taken off a Federal reservation free of the State excise tax. 

Mr. Stitt presented the investigators with a copy of a report prepared by the 
Wine and Spirits Wholesalers of America (included as a part of this report *) the 
subject of which is The Question of Sales by Distillers Direct to Post Exchanges, 
Officers’ Clubs, and Similar Military Organizations. The report contains infor- 
mation on the laws, regulations, and opinions of the attorneys general of various 
States. 

The views of the commissioner of corporations and taxation of the Common- 
wealth of Massachusetts are expressed in a letter furnished herewith.5 

Alcoholic beverages are taxed under Massachusetts law as follows: 


Beer (or fraction) $2.00 per 31 gallon barrel 
Still wine and vermouth .30 per wine gallon 
Champagne s .40 per wine gallon 
Under proof (less than 48 proof) .60 per wine gallon 
Liquors (48 to 100 proof) .25 per wine gallon 
Liquors (over 100 proof) .25 per proof gallon 
Alcohol, straight 25 per proof gallon 


An interview was had with Mr. Hearn, secretary of the alcoholic beverages 
control commission, who said that he operates on the theory that the State has 
no control over any sales made on a Government reservation and that the reser- 
vation is exempt from all State laws and regulations. The ABC does have 
control of all sales to Government reservations through a licensed wholesaler 
of the State, but has no control over out-of-State distillers selling directly to an 
activity on a Government reservation. He said, however, that any liquor 
taken off a Government reservation would be considered by him to be an impor- 
tation into the State and subject to the provisions of the State Liquor Control 
Act. 

PURCHASES BY INDIVIDUALS AND PURCHASE GROUPS 


Col. D. H. Chatterton said that, to his knowledge, there are no individuals, 
purchase groups, or so-called locker fund organizations on the base who are 
making purchases of liquor. 

However, the records of the Department of Corporations and Taxation of the 
Commonwealth of Massachusetts show that purchases of liquor and wine are 
currently being made from out-of-State distillers and distributors for delivery 
to individuals and purchase groups at Westover Air Force Base. The following 
list of purchases were made from January through April 1953, according to the 
records of the State office. 


3 See exhibit No. 2. 
4 See exhibit No. 3. 
5 See exhibit No. 4. 
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Gallons 
Purchased by— Purchased from— Date 1953 


| 
Liquor Wine 





Lt. Col. Jerome Pryber, 1-A Good- | National Distillers Products | Feb. 10____| 
win St., Duncan Knoll, Atid. Corp., New York, N. Y. Feb. 12._._|- 
supply purchase group. Feb. 26_... 

Mar. 9. ..- 

Mar. 18_- 

Mar. 25... 

Apr. 21... 

Maj. A. J. Coleman, Building xe ; ohh ...-| Mar. 31. 
T-660, 60th Fighter Interceptor Apr. 30... 
Squadron. 

Lt. Stewart Hoffman, Building |-_--. ae ea | ll 
T-238 (finance office). 

Capt. Edmund Mennis, Building |.....do_......._..._. Feb. 19... 
258, Granby Road and Pine, | 
Atld., comptroller locker group. 

Maj. Brandshaft, Building T-241, | ---- linens oriligininia achieve 
air installations recreation com- 
mittee. 

8. Sgt. H. A. Ballard, port contro] | Schenley Distributors q y | January. 
office, Building T-339. York, N. Y. 

Capt. Stanley Daum, ward No. 4, |_-...do_.--__- 
1600th Medical Group Hospital. 

Lt. Nicholas Preston, ward No. 4, |.....do-....- 
1600th Medical Group. | 

Capt. Charles B. Thorne, ward |-.....do.-- 
No. 4, USAF Hospital. | 

Lt. E. W. Lynch, 1600th Medical |.....do .- Sowescteut cctcwe cess} SOL 
Group, PEB. 

Capt. Francis X. Sellers, 1600th i ao February. 
Medical Group Pharmacy. 

Capt. Charles B. Terhune, phar- |.....do ges Saeead 
macy officer, 1600th Medical 
Group. 

M. Sgt. Edward H. Daley, Jr., |-- March. ... 
Bldg. T-436, 1600th Medical 
Group. 

Capt. R. J. English, Apt. 285-A, Mud seg? ide 
Old Lyman Rd., ATLD comp- | 
troller, purchase group. | 

mM, Sgt. Joseph K. Roach, Bldg. 
T-276. 

Sgt. Howard A. Vincent, Bldg. 
T-96, 1917 AACS Squadron. 

Det. 57th Air Post purchase group, |- 
Captain Hilgert. | 

Capt. D. F. O’Connell, 1600th 
Installation squadron locker 
group. 

Capt. D. F. O’Connell, 8-B Lar- | 
son Dr., Duncan Katoll. 

T. Sgt. Frank A. Zindel, Bldg. 
T-339, 1600th Aerial Post Squad- 
ron. 

T. Sgt. Norman J. Mongeon, Bldg. 
T-324, 1917th 6 AACS Depart- | 
ment. 














The commissioner of corporations and taxation has ruled ® that “Sales of alco- 
holic beverages to various individuals and groups of individuals on Federal reser- 
vations are subject to the Massachusetts tax and are being taxed,” also that 
“Shipments made directly by unlicensed distributors outside the Commonwealth 
are unauthorized.” 

The purchases listed above are a violation of State regulations, as the purchases 
were made from out-of-state distillers and distributors and the State excise tax 
has not been paid. 

COMMISSIONED OFFICERS’ MESS (OPEN) 


Alcoholic beverages for this club are purchased by Mr. Peter DiRosa, the club 
manager, and no Federal officer or employee of the club derives any profit from 
the purchase or sale by the club. Liquors are purchased directly from the distiller, 
who in most cases is located out-of-state, while beer is purchased through local 
wholesalers. Drinks are dispensed only over the club bar in the form of cocktails, 


* Exhibits Nos. 1 and 2. 
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highballs, and bottled beer. The sale of bottled liquor is not authorized. Sales 
of alcoholic beverages are limited to members and their guests and transient 
officers. Persons under the age of 21 are not served and officers out of uniform 
must identify themselves before they are served. Private parties of officers and 
their guests are also served from the bar in the manner described above. The 
officer running the party is billed for the drinks at cost, plus a 20-percent service 
charge, plus the cost of labor involved. The bar hours in the club are as follows: 

Monday through Friday: Beer, 11:30 a. m. to 11 p. m.; liquor, 4:30 p. m. to 

11 p. m. 

Saturday: Beer and liquor, 12 noon to 1 a. m. 

Sundays and holidays: Beer and liquor, 12 noon to 1] p. m. 

All alcoholic beverages are served by civilian bartenders while 10 enlisted men 
are employed as bar-waiters during their off-duty hours in the evening. The 
enlisted men’s earnings are limited to $90 each month. Officer personnel do not 
participate in the management or operation of the liquor dispensing activity. 

The purchase of alcoholic beverages free of the State excise has been authorized 
by the Commonwealth of Massachusetts’? but the club does pay the Federal 
excise tax as a retail liquor dealer. 

The authority cited, by Col. D. H. Chatterton, for the sale of alcoholic beverages 
at the officers’ open mess is Air Force Regulation No. 176—1le, paragraph 20. % 


NONCOMMISSIONED OFFICERS’ MESS (OPEN) (also operates branch No. 1) 


All aleoholic beverages for this club and branch No. 1 are purchased by the 
civilian manager, Mr. Charles A. Porreca. No profit, or benefit, is derived by 
any Federal officer or employee of the club through the purchase or sale of liquor 
by the club. Liquors are purchased directly from the distiller who, in most cases, 
is located out-of-State, while beer is purchased through the local wholesaler. 
Liquor and beer on tap are sold only over the bar in the form of cocktails, high- 
balls, and beer by the glass. The sale of bottle liquor is not authorized. Alcoholic 
beverages are also served over the bar for private parties and the member giving 
the party is billed at cost, plus a 25 percent service charge. Sales over the bar 
are limited to members, their guests and transient noncommissioned officers. 
Persons under 21 years of age are not served. 

Bulk sales of can and bottle beer are made, at retail (23 to the case), to club 
members who have a commissary card for consumption off the club premises. 
There is no limit to the number of cases a member may purchase. Most of these 
sales are made when the PX is not open for business. Bulk sales (23 to case) 
of beer are also made to the various squadrons, when they run a party, at cost 
plus a 10 percent service charge. The hours for the sale of alcoholic beverages 
at the club are as follows: 

Monday through Friday: Beer, 11:30 a. m. to 11:30 p. m.; liquor, 5 p. m. 
to 11:30 p. m, 

Saturday: Beer and liquor, 12 noon to 12:30 a. m, 

Sunday and holidays: Beer and liquor, 12 noon to 11:30 p. m. 

All alcoholic beverages are served by civilian bartenders during the day and by 
11 enlisted men bartenders and 24 enlisted men waiters during the evening, 
after their regular duty hours. The enlisted personnel employed by the club 
are limited to earnings of $90 each month. 

Officer personnel do not participate in the management or operation of the 
liquor dispensing activity. 

The club is not required to pay the Massachusetts excise tax on purchases of 
alcoholic beverages,® but does pay the Federal excise tax as a retail liquor dealer. 

The authority cited by Col. D. H. Chatterton for the sale of alcoholic beverages 
at the noncommissioned officers’ open mess is Air Force Regulation No. 176-11c, 
paragraph 20.1 

Mr. Porreca, the manager, said that the month of May 1953 shows a repre- 
sentative average for the sale of alcoholic beverages during the year. He said 
that the club sells an average of 800 bottles and 800 cans of bear each month. 


? Exhibit No. 2. 

8 See exhibit No. 5. 
* See exhibit No, 2. 
© See exhibit No. 4. 
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The following figures show the sales of liquor and beer at both the club and 
branch No. 1 during the month of May 1953: 


Liquor $5, 326. 16 
Beer (can) _ 2, 644. 20 
Beer (bottle)___-_- 4, 702. 05 
Beer (draft) 1, 245. 14 


S0ua....--. 14, 917. 55 
POST EXCHANGE 


The post exchange is authorized to sell beer by Air Force Regulation No. 147, 
paragraph 7b. All beer is purchased through local wholesalers and the exchange 
is exempt from the Massachusetts excise tax as it is considered to be an instru- 
mentality of the United States... The exchange is also exempt from the Federal 
excise tax as a dealer in malt liquor. The exchange sells beer for consumption 
on the premises at branch No. 10 and branch No. 19. Beer is sold for off- 
premises consumption at branch No. 3 and sales are limited to one case per 
authorized purchaser each time. Sales of beer are limited to personnel in uniform 
and others authorized by Air Force Regulation No. 147. No sales are made to 
guests of servicemen. 

Military personnel are employed by the exchange to handle the beer sales, 
after their regular duty hours, at no cost to the Government. 

Beer is sold in the exchange during the following hours: 

Branch No. 10 (Beer Bar): Monday through Sunday, 5 p. m. to 11 p. m. 

Branch No. 3 (Store): Monday through Friday, 9 a. m. to 6 p. m.; Saturday, 
9 a. m. to 2:30 p. m.; closed Sunday and holidays. 

Branch No. 19 (WAF): The same as Branch No. 3. 

Beer sales for the month of May 1953 were as follows: 


| Retail sales | Sales at cost 


Branch No. 3 
Branch No. 19, WAF . 
Branch No. 10( Airmen’s Club)_........-.--.--...-- bas chshen th Uiaibibid etalon 


4,981.36 | 3, 164.56 


Total sales $8, 145. 92 


IMPORTATION OF DUTY FREE LIQUOR FROM ABROAD 


There are considerable quantities of duty free liquor being flown into Westover 
Air Force Base from abroad by military passengers and crew members of MATS 
Aircraft.” 

Air Force Regulations 76-29, paragraph 8f provides that ‘‘passengers and crew 
members entitled to the benefits of Public Law 633 may import alcoholic beverages 
for personal use.’”’, “The quantity of * * * alcoholic beverages that may be brought 
into the United States free of duty * * * has not been limited.” and ‘Alcoholic 
beverages imported duty free under Public Law 633 are not exempt from State 
taxes, and any such beverages are subject to State tax for any quantity over that 
permitted free entry.” 

Col. D. H. Chatterton, deputy commandant of Westover Air Force Base said 
that the commanding officer exercises no control over the importation of liquor as 
the crew members and passengers are subject to inspection and clearance by the 
customs inspectors. He also said that, as far as he knows, all of the liquor 
brought in by crew members is for their personal use and that he has not heard 
of any cases where this liquor was being sold. 

An interview was had with the captain of the Chicopee Police who said that 
he has had no reports, or complaints, of liquor from Westover Air Force Base 
being sold in the Chicopee area, 


11 See exhibit No. 1. 
#2 Authorized by Public Law 633, dated June 27, 1942. 
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LETTER OF COMMISSIONER OF CORPORATIONS AND TAXATION TO COMMERCE 
CLEARING Hovusp, INc. 
Aprit 20, 1950. 

Under the provisions of the Buck Act, Public Law 819, 76th Congress, sales of 
alcoholic beverages on Federal reservations are taxable unless the sale is made to 
an instrumentality of the United States. The determining factor in defining an 
instrumentality of the United States is its dependency upon appropriated funds 
as an agency of the Government. 

Sales of alcoholic beverages to various individuals and groups of individuals on 
Federal reservations are subject to the Massachusetts tax and are being taxed. 

Shipments made directly by unlicensed distributors outside the Commonwealth 
are unauthorized. Deliveries must be made by licensees authorized to make 
such sales. 

Out of State brewers selling to Massachusetts wholesalers are required to obtain 
certificates of compliance from the alcoholic beverages control commission, with 
fees not exceeding $10. 


THe CoMMONWEALTH OF MASSACHUSETTS, 
DEPARTMENT OF CORPORATIONS AND TAXATION, 
Division or Excise TAxXEs, 
Boston, August 13, 1952. 
To Licensees Selling Alcoholic Beverages to Agencies of the United States Government: 


It is evident there is some confusion on the part of the distributor as to what 
governmental organizations may purchase alcoholic beverages free of the excise 
and therefore you are advised that sales of alcoholic beverages other than malt 
beverages without payment of the excise must be confined to officially authorized 
officers’ clubs and noncommissioned officers’ clubs at the following locations: 


UNITED STATES NAVY UNITED STATES AIR FORCE 


Naval hospital, Chelsea Otis Air Force Base, Falmouth 
Naval shipyard, Charlestown Hanscom Air Force Base, Bedford 
Fargo Barracks, Boston Westover Air Force Base, Chicopee 
Ammunition depot, Hingham Northeast Air Procurement Division, 
United States Naval Air Station, 14 Court Square, Boston 
Squantum 
UNITED STATES COAST GUARD 


First Coast Guard base, 
447 Commercial Street, Boston 
Salem Air Station, Salem 


Please note that sales to all organizations of the United States Army and to 
individuals, purchase groups or so-called locker fund organizations located on or 
off Federal reservations cannot be construed as sales to the United States Govern- 
ment and are therefore subject to the Massachusetts alcoholic beverage excise. 
Failure to include the excise on such deliveries wil |result in your being assessed 
directly by this office. 

Very truly yours, 
Henry F. Lona, Commissioner. 
By Ausert H. Srirt, Director. 


THE COMMONWEALTH OF MASSACHUSETTS, 
DEPARTMENT OF CORPORATIONS AND TAXATION, 
Boston 38, July 7, 1958. 
Puiuie C. CARROLL, 
Investigator in Charge, General Accounting Office, 
Boston, Mass. 

Dear Mr. Carrotu: The recent interest of the Federal Government exhibited 
through the Special House Committee Investigating Illegal Alcoholic Beverage 
Transactions on Federal Reservations is of much satisfaction to me as Massa- 
chusetts has a problem of this nature more serious than most States due to the 
number of large service posts created in this area. 
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With only a few exceptions, little cooperation with my department has been 
shown by either the distillers and wholesalers selling the alcoholic beverages or 
the commanding officers supposedly regulating transactions of this type on the 
reservations. This has resulted in many abuses having occurred in the past 
months, including tax-free purchases by unauthorized groups, purchases for 
ultimate disposition outside the reservations and purchases at Army installations 
in violation of regulations of the Department of the Army. This latter type of 
transaction in itself would indicate a sale to other than a Federal instrumentality 
and as such would be liable for assessment of the Massachusetts excise. ; 

To be specific as to actual gallonage in a given period, a total of 8,491 gallons 
of liquor was delivered tax free to various organizations of many types on Federal 
reservations in the first 3 months of 1953. This refers only to shipments that 
were not construed by my office as sales to the United States Government and, 
therefore, were subsequently assessed the Massachusetts alcoholic beverage tax. 

The Buck Act (Public Act No. 819, 76th Cong.) provided for full assessment of 
State taxes on sales on ceded Federal reservations, except where the activity 
involved was a Federal instrumentality. To facilitate the tax-free sales being 
made to a legitimate consignee, I have requested distillers and wholesalers outside 
Massachusetts to channel all shipments through licensed distributors in this 
State. These licensees are advised periodically as to the agencies of the United 
States Government permitted to make such purchases. Unfortunately the dis- 
tillers outside the State have not fully complied with this requrest and a few of 
the largest distributors have continued selling directly to individuals and groups 
of individuals having no legitimate authority to be exempt from the Massachu- 
setts excise. A confused situation has resulted and those distillers and whole- 
salers who have complied with my request find themselves penalized to a great 
extent. 

Although I am not in agreement that an officers’ club is an essential instru- 
mentality of the United States Government, I have authorized tax-free sales to 
these clubs if the shipments are approved by the commanding officer on the reser- 
vations and have been duly recorded with this office. Tax-free sales of alcoholic 
beverages other than malt beverages are not allowed to Army installations in 
accord with War Department regulations. 

The situation as it exists at this time is extremely difficult to control in that a 
large gallonage continues to be delivered to unauthorized organizations at military 
posts over which neither the service officials or taxing authorities have any control 

Verv truly yours, 
Henry F. Lona, 
Commissioner of Corporations and Tazation., 


AFR. 176-11C 
2, 14, 20, 23 


ATR FORCE wie DEPARTMENT OF THE AIR FORCE, 


No. 176-11C WASHINGTON, 9 June 1952. 


NONAPPROPRIATED FUNDS 
OrricEeRs’, NONCOMMISSIONED OFFICERS’, AND AVIATION CapEtTs’ OPEN MeEsszEs 


AFR 176-11. 8 August 1951, is changed as follows: 
* * * * * 


2. General: 

a. Officers’, noncommissioned officers’, and aviation cadets’ open messes, as 
adjuncts of the Air Force, provide services essential to the messing and recreation 
of officers, warrant officers, noncommissioned officers, aviation cadets and their 
families, and billeting accommodations for transient personnel. Open messes 
will include branches and departments necessary to conduct and control author- 
ized activities. The funds of open messes will be sundry association funds as 
defined in AFR 176-1. 

b. The term ‘‘open mess” as used in this Regulation will include messes and 
associations of officers, noncommissioned officers, and aviation cadets of the Air 
Force organized for messing or recreational purposes, but will not be confused 
with a field ration mess (AFR 146-6) or a Government mess as defined by paragraph 
1150-4 Joint Travel Regulations, 22 December 1950. 


« » * * * 
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14. Secretary: 
. * * * * * * 


b. The secretary is in executive control of the open mess and is custodian of 
its funds and property. He is responsible for its management and the performance 
of duty of assistants and employees and will: 

* * * * * * * 

(10) Employ, discharge, and fix the pay of civilian employees in conformity 
with directives of the board of governors. Rates of pay will be established at 
fair and reasonable levels, taking into consideration the rates prevailing in the 
community for similar types of work, established wage controls, and the rates 
paid to appropriated fund employees. 

* * a 


20. Activities: 

a. Within its resources, an open mess may provide such facilities, equipment 
and services, and conduct such recreational and incidental revenue-producing 
activities for its members as are deemed necessary and proper by the board of 
governors and approved by the base commander, and are not otherwise prohibited. 

* * * * * * * 


23. Tazes: 

a. Federal: 

(1) The following Federal taxes will be paid, where applicable, by officers’, 
noncommissioned officers’, and aviation cadets’ open messes operated pursuant 
to this Regulation: Taxes on coin-operated amusement devices imposed by 
section 3267, Internal Revenue Code; taxes on bowling alleys, billiard and pool 
tables, imposed by section 3268, Internal Revenue Code; social security taxes 
in accordance with the provisions of PL 734, 81st Congress, section 1412, Internal 
Revenue Code; malt liquor dealers’ tax imposed by section 3244, Internal Revenue 
Code. 


* . + 


By ORDER OF THE SECRETARY OF THE AIR FORCE: 
OFFICIAL: N. F. TWINING 
K. E. THIEBAUD Acting Chief of Staff 
Colonel, USAF United States Air Force 
Air Adjutant General 


DisTRIBUTION: 


E, F 


Exuispit No. 32 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—CH-2 


INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES, SELFRIDGE 
Arr Force Base, Micu 


INTRODUCTION 


An investigative survey has been made of the sale of alcoholic beverages at 
Selfridge Air Force Base, Mich. 


CHANNELS THROUGH WHICH LIQUOR STOCKS ARE OBTAINED AND DISPENSED 


Beer and wines for sale through base dispensing units are purchased from local 
distributors by the authorized representatives of the units. Spirituous liquors 
are purchased direct from the distillers. 

The activities which procure alcoholic beverages at Selfridge Air Force Base, 
and the authorized representatives and types of beverages handled, are as follows: 
Post exchange: 3.2 beer. Maj. James W. Burt, exchange officer. 
Noncommissioned officers’ club: Beer, wines, and spirituous liquors. M, Sgt. 

Ralph Lanning, club steward. 

Officers’ mess club: Beer, wines, and spirituous liquors. Ist Lt. Boleslaw E. 

Zamaczynaski, secretary and treasurer. 
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Officers’ mess, 10th Air Force Headquarters: Spirituous liquors. 2d Lt. Charles 
E. McKittrick, USAF, appointed by commanding officer, 10th Air Force 
Headquarters. 


Beer is sold at the post exchange for both on-the-premise and off-the-premise 
consumption. Beer, wine, and spirituous liquors are sold at the noncommis- 
sioned officers’ club and the officers’ mess club only by the drink. 

The procurement and distribution of alcoholic beverages by the officers’ mess 
10th Air Force Headquarters, are additional duties assigned to an officer by the 
commanding officer. The activity does not maintain a supply of liquor for resale, 
Written orders, for case lots only, are placed with the mess by officers assigned to 
Selfridge Air Force Base, accompanied by personal check or money order, pay- 
able to the distiller. Payment to the distiller is made, upon receipt of invoice 
by the personal checks or money orders received from the individual officers, 


EXTENT OF SALES 


Beer sales at the post exchange are made only to post exchange permit holders. 
Sales of alcoholic beverages at the officers’ and noncommissioned officers’ clubs 
are made only to military personnel who possess club privileges. While club 
members may have guests, sales are made only to club members. Sales of spirit- 
uous liquors by the officers’ mess, 10th Air Force Headquarters, are limited to 
commissioned officers assigned to the post. 


FEDERAL, STATE, AND LOCAL TAXES 


All applicable Federal taxes are paid on alcoholic beverages sold at the base. 
The Liquor Control Act, Act No. 8, Public Act of 1933 (extra session), as amended, 
State of Michigan, created a liquor control commission for the control of the 
alcoholic beverage traffic within the State of Michigan and provided for the 
establishment of State liquor stores, and for licensing and taxation. Section 19 
of the act prescribes certain license fees to be paid to the State by dispensers of 
alcoholic beverages. The license fees applicable to alcoholic beverage dispensers 
at Selfridge Air Force Base, according to Michigan Liquor Control Commission, 
Lansing, are as follows: 


j Annual 
Activity | license fee 


“7a, Specially designated distributors licensed by the commission | Officers’ mess, 16th 
to distribute alcoholic liquor other than wine under 16 per- Air Force Head- 
cent alcohol by volume and beer in the original package for quarters. | 
the commission for consumption off the premises, $75 per 
__ Aelte 


year; ; 
“9. Taverns, selling beer and wine, $150’ .....-.| Post exchange... _- 
Noncommissioned of- 
“10, Class C license selling beer, wine, and spirits, $500: * * *.”_._. ficers’ club. 
Officers’ mess club - - .. 


i | a ee eae 


The prescribed fees are not paid by Selfridge Air Force base alcoholic beverage 
dispensers. There are no city or county alcoholic beverage taxes or licenses in 
the State of Michigan. 

Section 40 of tne Liquor Control Aci reads in part as follows: 

“There shall be levied and collected by the commission on all beer manufac- 
tured and/or sold in this State a tax at the rate of one dollar and twenty-five (1.25) 
cents per barrel if sold ia bulk, and in like ratio if sold in smaller quantities, * * *.” 

Records of the Michigan Liquor Control Commission, Lansing, showed that 
during the period January 1953 through April 1953 (4 months) brewers received 
tax refunds totaling $851.09 on sales of beer to Selfridge Air Force Base. Pro- 
jecting this over a 12-month period, the tax refunds paid by the State to brewers 
on beer sold to Selfridge Air Force Base would approximate $2,553. 

Section 3 of the act provides that no sale and/or delivery of alcoholic liquor, 
other than beer, or wine, shall be made in the State of Michigan unless such sale 
and/or delivery be made by the commission, or its authorized agent or distributor. 

Seccion 16 of the act provides, among other things that the commission shall 
establish a uniform price or prices for the sale of alconolic liquor in State liquor 
stores, and by specially designated distributors, and that establishments licensed 
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to sell for consumption on the premises shall be allowed a discouni of 124 percent, 
de ae ‘ted from the sale price as established by the commission. 

. Robert Angell, comptroller, Michigan Liquor Control Commission, said that 
the commission issued an order effective July 1, 1952, establishing a markup of 
14 percent on the distillers’ cost (including Federal tax) plus freight charges. He 
said also that Selfridge Air Force Base would be entitled to a discount of 12% 
percent on all alcoholic liquor purchases, if purchases were made through State 
liquor stores. The spirituous liquors dispensed at Selfridge Air Force Base are 
purchased direct from the distillers at wholesale prices (including Federal tax 
plus freight. Thus, the State does not benefit by its markup of 44 percent on 
spirituous liquors dispensed at the base. 

A study made at the Michigan Liquor Control Commission, Lansing, of trans- 
a ation permits and releases covering the purchase of spirituous liquors by 
activities at Selfridge Air Force Base for che period November 1, 1952, to May 31, 
1953, showed markup loss vo the Michigan Liquor Control C ommission as follows: 


| Actual Projection, 
Nov. 1, 1952, to| July 1, 1952, to 
| May 31, 1953 | June 30, 1953 


| 


1, 752 
Markup SE RY 8 | «$16, 488 68 | $28, 094. 88 
Less 1244 percent discount on retail price. menceaadiaiinchses ae ae 6, 714. 79 | 11, 489. 64 


Markup loss to the State of Michigan 1 9, 773. 89 | 16, 805. 24 


A study made by the comptroller, Michigan Liquor Control Commission, 
showed that the following quantities of liquor had been obtained by Federal 
military units in the State of Michigan auring the period October 1, 1952, to 
January 31, 1953: 


Cases 


Whisky 


Grosse Isle Naval Air Base: Commissioned officers’ mess_ _ .. = 345 
Selfridge Air Force Base 
Officers’ Club amet 
Noncommuiissioned officers’ club___- 4 254 
Officers’ mess... . : ‘ 57 
Percy Jones: 
Hospits al 
Central locker fund__.. 
Fort Custer: 
Officers’ service group. -- 
Officers’ elub_- 
Fort Wayne: 
Noncommissioned officers’ mess _ . 
Officers’ mess 
Presque Isle Noncommissioned officers’ club 
Limestone: Noncommissioned officers’ mess 
Empire: Officers’ mess, 752 A. C. & W 
Belleville: Commissioned officers’ mess 
Oscoda: 
Noncommissioned officers’ mess - - - 
Officers’ club __-..- aos 
Detroit: Central Air Procurement 
Sault Ste. Marie: Officers’ service group, Battery B- 


Total 


A projection of the foregoing to an annual basis shows a probable procurement 
of 11,862 cases of whisky and 288 cases of gin. Annual purchases in these 
quantities would result in a markup loss to the State of Michigan, based upon 
the average cost of whisky and gin, as follows: 


Gross markup-_------ cas ; ; _.... $204, 568. 08 
Less 12}4-percent discount. on retail price --. : ae 83, 686. 94 


Approximate net markup loss to the State of Michigan_..._._ 120, 881..14 
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COST TO GOVERNMENT 


The only direct cost to the Government of dispensing alcoholic beverages aj 
Selfridge Air Force Base is the pay and allowances of military personnel engaged 
in purchasing and inventorying alcoholic beverages. This cost, as supplied by 
the club stewards, is as follows: 7 


Officers’ club: 20 percent of pay and allowances of officer in charge 
and 20 percent of pay and allowances of 1 enlisted man 
Noncommissioned officers’ club: 25 percent of pay and allowances of 
1 noncommissioned officer : : 907. 70 


Total __ .- ae Ne toss, a eee /OS 


The salaries of civilians employed in the general operation of the clubs are 
paid from nonappropriated funds. Enlisted men are employed after regular 
duty hours and paid from nonappropriated funds. 


FEDERAL OFFICER OR EMPLOYEE BENEFITS 


No instances were developed which indicated that any Federal officer or em 
ployee was improperly benefiting from the operation of purchasing or dispensing 
of alcoholic beverages. 

AUTHORITY FOR LIQUOR SALES 


The commanding officer said that insofar as he knew there is no authority for 
or prohibition against the sale of alcoholic beverages by officers’ and noncom- 
missioned officers’ mess clubs at Air Force installations. He said also that the 
present system of obtaining and dispensing alcoholic beverages was in force at 
the time he was assigned to the base, that other military installations permitted 
the procurement and sales of liquors, and that in the absence of any instructions 
from the Eastern Air Defense Force there were no reasons for discontinuing the 
privileges at this post. 


Exursit No. 33 


GENERAL ACCOUNTING Orrick, OFFICE OF INVESTIGATIONS 
Report No. I-18152—-NO-4 


Report ON INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES ON 
GOVERNMENT RESERVATIONS, KEESLER AiR Forcr Bask, Bitoxt, Miss. 


INTRODUCTION 


This report covers an investigative survey of the sale of alcoholic beverages 
at Keesler Air Force Base, Biloxi, Miss. These sales include distilled spirits, 
wines, and malt liquors at the officers’ and noncommissioned officers’ open messes, 
and malt liquors only at the airmen’s mess and Air Force exchange. 


ACQUISITION AND DISPOSITION OF LIQUOR STOCKS 


Alcoholic beverage stocks for resale are obtained through purchase orders issued 
by authorized representatives of the various activities. Distilled spirits are 
purchased from distillers ' by the officers’ open mess and are issued to the noncom- 
missioned officers’ open mess on requisitions from that activity. Malt liquors 
are bought from local distributors by each activity. 

Distilled spirits and wine are dispensed by the drink over the bar. The officer 
in charge said that no distilled spirits or wines are sold by the bottle or in case 
lots. The Air Force exchange sells malt liquors by the bottle, 6-bottle carton, 
and by the case. The other activities are said to sell malt liquors only by the 
bottle, can, or glass. 

1 Purchas*s are made directly from distilleries because Mississippi is legally a “dry” State. However 
liquors are sold nractically throughout the State; and there is a legal (black-market) tax collected on the sale 
of liquors other than beer 





COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 1401 


EXTENT OF SALES 


tepresentatives of the officers’ open mess, noncommissioned officers’ open mess, 
and airmen s mess said that sales of alcoholic beverages are limited to members 
of the mess and their guests. The officer in charge said that members of the 
officers’ open mess are not required to show identification, but they must be in 
uniform. Representatives of the noncommissioned officers’ open mess and air- 
men’s mess said that members of these messes are required to show military 
identification and a current mess membership card. The officer in charge said 
that the Air Force exchange limits the sale of malt liquors to military personnel 
and their dependents who ho!d exchange permits. He said that purchasers are 
required to show identification unless they are in uniform. 


FEDERAL, STATE, OR LOCA. TAX REQUIREMENTS 


Special Federal taxes imposed by section 3250, Internal Revenue Code, are 
paid by the activities as follows: 


Officers’ open mess: Retail dealer in liquors- ‘ 5 . $50 
Noncommissioned officers’ open mess: Retail dealer in liquors a 50 
Airmen’s mess: Retail dealer in malt liquors- - 5; enamel i — 
\ir Foree exchange: 
Wholesale dealer in malt liquors- - - -- - aes iutthda we ee 
Retail dealer in malt liquors : ow ‘ ss uae Seat eta glen a 


The activities do not pay State and local taxes nor a dealer’s license. Taxes 
and licenses are imposed on commercial dealers in alcoholic beverages as follows: 


Distilled 
spirits and | Malt liquors 


Dealers’ license: 
State and county, yearly 
City of Biloxi, yearly 
Taxes: 
State black market, based on cost to retail dealers (percent) 
State, each 12-ounce bottle or can 
State sales tax, based on retail sales (percent) 
City sales tax, based on retail sales (percent) 


COST TO THE GOVERNMENT 


Most of the management and general operation of the liquor dispensing activi- 
ties are handled by civilian employees, and enlisted personnel working during 
off-duty hours. Nonappropriated funds are used in paying for these services. 
The officers in charge supervise the activities but these functions are only inci- 
dental to other regular assigned duties. No additional space is required for the 
liquor operations. 

IMPROPER BENEFITS TO INDIVIDUALS 


No evidence was found where Federal officers or employees improperly bene- 
fited through the purchase or sale of alcoholic beverages on the base. 


AUTHORITY FOR LIQUOR SALES 


Sale of beer by Air Force exchange is authorized by AFR 147-7 and AFR 
147-8, both dated July 24, 1952. Authority for sale of beer by other activities 
is contained in AFR 176-10 dated May 12, 1950. Base officials were unable to 
cite authority for the sale of distilled liquors and wines. 


85810—54—pt. 8-28 
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Exurpit No. 34 


GENERAL ACCOUNTING OFrFicE, OrFricE OF INVESTIGATIONS 
Report No. I-18152—N Y-7 


INVFSTIGATIVE SURVEY OF THE SALE oF ALCOHOLIC BEVERAGES ON GOVERNMENT 
RESERVATIONS, MitcHet Arr Force Bass, N. Y. 


Investigative survey has been conducted covering the sale of alcoholic beverages 
at Mitchel Air Force Base, N. Y 


INTRODUCTION 


Under the provisions of section 38 of the Canteen Act, dated February 2, 1901, 
the sale of or dealing in beer, wine, or any intoxicating liquors by any person 
upon any premises used for military purposes by the United States, is prohibited, 

Alcoholic beverages are dispensed by the drink at the officers’ and noncom- 
missioned officers’ clubs and open messes to members on a cash basis during the 
following hours: 

Monday to Thursday: Officers’ club, 5 p. m. to 11:30 p. m.; noncommissioned 

officers’ club, 5 p. m. to 11 p. m. 

Friday: Officers’ club, 5 p. m. to 1:30 a. m.; noncommissioned officers club, 5 p. m. 

to 12 p. m. 

Saturday’ Officers’ club, 12 noon to 1:30 a. m.; noncommissioned officers’ club, 

10 a. m, to 1:30 a. m. 

Sunday: Officers’ club, 12 noon to 11 p .m.; noncommissioned officers’ club, 10 

a. m. to 11 p. m. 

The members are also permitted to buy bottled liquors from the clubs for their 
personal use at 10 cents per bottle higher than the local retail price. 

Maj. Steve Ligino and Sgt. Richard A. Hale, USAF, secretaries of the officers’ 
and noncommissioned officers’ clubs, advised that all alcoholic liquors are bought 
in case lots from various wholesalers and distributors. 

During the period January 1 to March 31, 1953, bottle sales of alcoholic bever- 
ages to members of the officers’ and noncommissioned officers’ clubs amounted to 
$5,369.02. 

STATE OF NEW YORK LIQUOR AUTHORITY 

Mr. Patrick J. Gleason, deputy commissioner, State liquor authority, advised 
that a license under the alcoholic beverages control law need not be obtained in 
order to traffic in alcoholic beverages on Federal military reservations located on 
lands exclusively ceded to the United States by the State of New York. Bulletin 
No. 211, dated December 4, 1951, lists the Federal military establishments, 
including Mitchel Air Force Base, New York, which are located on lands ceded to 
the United States by the State of New York. 


STATE OF NEW YORK, DEPARTMENT OF TAXATION AND FINANCE 


Mr. James Lamotte, head of the commodities tax section, department of taxa- 
tion and finance, advised that excise taxes imposed on wines and liquors by the 
alcoholic beverage tax law are included in the prices paid to distributors for such 
commodities by the custodians of the officers’ and noncommissioned officers’ 
clubs. He further advised that taxes of 3% cents per gallon are not imposed upon 
beers purchased for consumption by individual drinks at officers’ and noncom- 
missioned officers’ clubs and open messes at Mitchel Air Force Base, New York. 
Mr. Lamotte cited section 424 of the tax law which provides that taxes shall be 
levied and imposed upon beers “except beers when sold to or by a voluntary 
unincorporated organization of the Armed Forces of the United States operating 
a place for the sale of goods pursuant to regulations promulgated by the appro- 
priate executive agency of the United States * * *.”’ 


INTERNAL REVENUE, OCCUPATIONAL TAXES 


Section 3283 of the Internal Revenue Code, effective September 23, 1950, 
provides that any tax imposed by chapter 27 of the Internal Revenue Code shall 
apply to any agency or instrumentality of the United States unless such agency 
or instrumentality is granted by statute a specific exemption from such tax. 

Pursuant to the foregoing provision of law section 194.26 of Regulations 20, 
Wholesale and Retail Dealers in Liquors (26 C. F. R. pt. 194; 5 F. R. 2170), as 
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amended in Treasury decision 5910 of June 3, 1952, provides that any agency or 
instrumentality of the United States engaging in the business of selling, or offering 
for sale, alcoholic liquors, must pay special tax for the carrying on of such business 
on and after September 23, 1950. It further provides that any canteen, club, 
mess, or similar organization operated under regulations of the Department of 
Defense, selling, or offering for sale, liquors, is liable to special tax for any period 
during which the organization carries on the business. 

The Air Force Service Exchange operates two bars on the base where beer is 
dispensed by individual drinks on a cash basis. In addition, beer is also dispensed 
by the drink on a cash basis at the base cafeteria operated by Restaurant Services, 
Inc., concessionaires of the Air Force Service Exchange. Each activity pays the 
special tax of $22 a year as a retail dealer in malt liquors. 

The officers’ and noncommissioned officers’ clubs each operate a bar where 
liquors and beers are dispensed by the drink on a cash basis. Each club pays the 
occupational tax to operate as a retail liquor dealer as required by section 604 of 
the Revenue Act of 1950, as amended. 


Exursit No. 35 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—N Y-6 


INVESTIGATIVE SURVEY OF THE SALE oF ALCOHOLIC BEVERAGES ON GOVERNMENT 
RESERVATIONS, Fort HAMILTON, BROOKLYN, N. Y. 


Investigative survey has been conducted covering the sale of alcoholic beverages 
at Fort Hamilton, Brooklyn, N. Y. 


INTRODUCTION 


Under the provisions of section 38 of the Canteen Act, dated February 2, 1901, 
the sale of or dealing in beer, wine, or any intoxicating liquors by any person upon 
any premises used for military purposes by the United States, is prohibited. 

Copy of a letter from the Adjutant General, Department of the Army, Wash- 
ington, D. C.,! dated April 27, 1951, proposed the dispensing of liquor by indi- 
vidual drinks at military premises and advised that the Judge Advocate General 
was of the opinion that it the JAG procedure enclosed was followed, no violation 
of the Canteen Act would be involved. 


WASHINGTON Liquor PLan—Apoptep By Fort Hamitton, Brooxktyn, N. Y. 


The liquor plan,? outlines the proposed procedure to be followed at Army 
installations in connection with group purchase, storage, and dispensing of liquor 
by individual drinks on a chit basis. The proposed chit system was adopted by 
Fort Hamilton and is in full force and effect. 

Maj. M. C. Homa, ASU, custodian of the Fort Hamilton locker fund, makes 
group purchases of liquor and wine as agent for its members for their personal 
use or for consumption by the drink at officers’ mess. 

Liquor is dispensed by individual drinks at officers’ open mess from 1 to 11 
p. m. on Sunday; from 5 to 11:30 p. m. Tuesday through Friday; and from 12 
noon on Saturday to 1 a. m. the following day. During said hours beer is also 
dispensed by individual drinks on a cash basis. The three bars occupy 336 square 
feet, and the estimated rental value of the space is $420 per year. 

The locker officer orders liquors in case lots from various wholesalers and dis- 
tributors. Records maintained indicate that during the month ended March 31, 
1953, receipts of $1,777.50 were derived from sales of liquor. 

Operational expenses of the locker fund include taxes, chit books, breakage, 
help, clerical supplies, telephone calls, and transportation. Excess profits accumu- 
lated by the locker fund over and above these items are expended for the benefit 
of fund members in the form of decreased prices in accordance with instructions 
received from the Adjutant General, First Army, Governors Island, N. Y.,’ in 
memorandum dated April 22, 1953. 

1 Appendix A, copy of a letter, Maj. Gen. Edward F. Witsell, USA, 


2 Appendix B, liquor plan, 
3 Appendix C, copy of memorandum, Col. G. H. McManus, Adjutant Generals Corps, U. 8. Army: 
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The locker officer advised that $15 is paid out of the Fort Hamilton locker fund 
monthly to Corp. Robert Bella, Army Services Unit, for services, said to have 
been rendered by him after official hours, in connection with maintaining account- 
ing records of the fund. 


STATE OF NEW YORK LIQUOR AUTHORITY 


Mr. Patrick J. Gleason, deputy commissioner, State liquor authority, advised 
that a license under the alcoholic beverage control law need not be obtained in 
order to traffic in alcoholic beverages on Federal military reservations located on 
lands exclusively ceded to the United States by the State of New York. Bulletin 
No. 211, Revised, issued by the State liquor authority, December 4, 1951, to manu- 
facturers and wholesalers, lists Federal military establishments, including Fort 
Hamilton, Brooklyn, N. Y., which are located on lands ceded to the United States 
by the State of New York. 


STATE OF NEW YORK, DEPARTMENT OF TAXATION AND FINANCE 


Mr. James Lamotte, head of the commodities tax section, department of taxa- 
tion and finance, advised that excise taxes imposed on wines and liquors by the 
alcoholic beverage tax law are included in the prices paid to distributors for such 
commodities by the custodian of the Fort Hamilton locker fund. He further 
advised that taxes of 314 cents per gallon are not imposed upon beers purchased 
for consumption by individual drinks at officers’ and noncommissioned officers’ 
open messes and the Army service exchange at Fort Hamilton. Mr. Lamotte 
cited section 424 of the tax law which provides that taxes shall be levied and 
imposed upon beers ‘‘except beers when sold to or by a voluntary unincorporated 
organization of the Armed Forces of the United States operating a place for the 
sale of goods pursuant to regulations promulgated by the appropriate executive 
agency of the United States * * *,” 


LOCAL TAX, LIQUOR 


Fort Hamilton is exempted from payment of local liquor tax under regulations 
of the office of the city comptroller (art. 3—exemptions, issued pursuant to sec. 
F46-12.0 (1), Law 58, of ch. 46, Administrative Code of 1952, title F, city of 


New York. 
INTERNAL REVENUE, OCCUPATIONAL TAXES 


Section 3283 of the Internal Revenue Code, effective September 23, 1950, 
provides that any tax imposed by chapter 27 of the Internal Revenue Code shall 
apply to any agency or instrumentality of the United States unless such agency 
or instrumentality is granted by statute a specific exemption from such tax. 

Pursuant to the foregoing provision of law section 194.26 of Regulations 20, 
Wholesale and Retail Dealers in Liquors (26 C. F. R. pt. 194; 5 F. R. 2170), as 
amended in Treasury decision 5910 of June 3, 1952, provides that any agency or 
instrumentality of the United States engaging in the business of selling, or offering 
for sale, alcoholic liquors, must pay special tax for the carrying on of such business 
on and after September 23, 1950. It further provides that any canteen, club, 
mess, or similar organization operated under regulations of the Department of 
Defense, selling, or offering for sale, liquors, is liable to special tax for any period 
during which the organization carries on the business. 

‘Lhe Army service exchanges sell beer by the case or container and pay a special 
tax of $22 a year as a retail dealer in malt liquor. 

The officers’ and noncommissioned officers’ messes each operate bars where 
beers are dispensed by individual drinks on a cash basis and the former also 
dispense liquors in like manner on a chit basis. Each activity pays a special tax of 
$2z a year in connection with its operations as a retail dealer in malt liquors. 
Special tax of $50 a year in connection with its operations as a retail liquor dealer 
has not been paid by the officers’ mess. According to Mr. W. E. Dunigan, 
assistant Gis.rict commissioner, aleohol and tobacco tax, New York, N. Y., 
no occupatioual tax stamp is required. See page 5 of report No. I-18152—NY-4 
dated July 21, 1953. 
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DEPARTMENT OF THE ARMY, 
OFFICE OF THE ADJUTANT GENERAL, 
Washington 25, D. C., April 27, 1951. 
Subject: Method of Dispensing Intoxicating Liquor at Officers’ Messes. 
To: Commanding General, First Army, Governors Island, New York 4, N. Y. 

1. The Department of the Army has been exploring ways and means of handling 
the liquor situation at military installations where Section 38 of the Act of 2 
February 1901 (the Canteen Act), may apply, without violating the provisions 
thereof. Officers of The Judge Advocate General’s Office have studied several 
techniques that have been evolved and have devised a system which involves the 
group purchase and storage of liquor and the dispensing of same on a chit basis. 
The salient features are that the liquor is bought and paid for in advance; the 
liquor purchased may be consumed drink by drink on the presentation of a valid 
chit for the amount and type credited to the individual and separate payment is 
made for mixes and services. 

2. The Judge Advocate General is of the opinion that if this system, the details 
of which are set out in inclosure hereto, is strictly followed, no violation of the 
Canteen Act will be involved. Further, the plan has been cleared in advance 
with the Collector of Internal Revenue, who I understand, will inform local 
revenue agents in order to obviate conflict with those officials in the field. 

3. It is not the intention of the Department of the Army in any manner to 
urge adoption of a chit system which will permit the dispensing of individual 
drinks and you are free to pursue other methods provided such are not contrary 
to the Canteen Act. If a chit system is used, which permits the dispensing of 
individual drinks at military premises, it is desired that the procedures set forth 
in the inclosure hereto be followed precisely without local variation. 

By ORDER OF THE SECRETARY OF THE ARMY: 
Wm. E. Beran 
Major General, USA 
Deputy The Adjutant General 
Epwarp F. WirtsEe.u 
Major General, USA 
The Adjutant General 

A certified true copy: 

E. J. Murpny, 
Captain, AGC, 
Adjutant. 


Liquor PLAN 


Officers’ clubs and messes located on an Army installation within the United 
States and its Territories may, with the approval of the commanding officer of 
such installation, appoint one member thereof as locker officer. The locker 
officer will be authorized to establish a list of spirituous liquors (including wine) 
by brand and purchase price (including all applicable taxes) and to fix the date 
upon which he will make purchases thereof as agent for any member of the club 
or mess interested. isediuts of such club or mess who may wish to utilize such 
locker officer as their agent will designate to him the brand of liquor so listed 
that they desire and will deposit with him the full purchase price of the liquors 
designated. 

Thereupon the locker officer, as agent for such member, will — and, out 
of such deposits only, pay for, prior to delivery thereof upon the Army installa- 
tion concerned, the liquor for which payment has been made by the member 
concerned. The liquor so purchased, when delivered to the locker officer, will 
be stored in facilities to be provided by the club or mess, such facilities to be 
under the jurisdiction of the locker officer and to be such as will reasonably 
insure the safekeeping of such liquor. 

The locker officer will thereupon issue to the member concerned a book, or 
books, of chits, each book to represent a specific quantity of the amount of liq- 
uor purchased by such member, and each chit to represent 1% ounces of suc 
liquor. Each book shall bear the name of the member and shall designate the 
brand of liquor represented by such book. Thereupon, the member may with- 
draw all or any part of the liquor represented by his book of chits by presenting 
chits to such club or mess attendants as may be duly designated by the locker 
officer. The locker officer will make such liquor available for withdrawal or con- 
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sumption by the owner thereof in accordance with such rules and regulations as 
may be in effect with respect to the operation of the club or mess not incon- 
sistent with any provision of this regulation. 

Replacement of liquor will be accomplished by the identical procedure pre- 
scribed for initial purchases and no book of chits will be issued or received prior 
to the delivery to and the storage by the locker officer in the facilities provided 
for such purpose of the liquor represented by such book. 

A member of the club or mess may tender to a locker officer amounts of liquor 
personally lawfully acquired and owned by such member in exchange for an ap- 
propriate book of chits, such liquor to be placed in storage under the supervision 
of the locker officer for withdrawal by the owner as though originally purchased 
by the locker officer. 

At the time of withdrawal for consumption of the liquor, the owner thereof 
may pay such charges in cash, or otherwise as are determined by the club or 
mess to be appropriate to pay for the service of nonintoxicating ingredients to 
be consumed by the owner with his liquor. 

No chits may be sold, transferred, or redeemed in cash. 

The commanding officer of the installation will require each club or mess to 
promulgate regulations designated to effectively prevent the use of chits by a 
person other than the member to whom such chits were originally issued. 


ExuiBit No. 36 
GENERAL AccOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—N Y—4 


INVESTIGATIVE SURVEY OF THE SALE oF ALCOHOLIC BEVERAGES ON GOVERNMENT 
REsERVATIONS, Fort Jay, GoveRNORS ISLAND, N. Y. 


Investigative survey has been conducted covering the sale of alcoholic beverages 
at Fort Jay, Governors Island, N. Y. 


INTRODUCTION 


Under the provisions of section 38 of the Canteen Act, dated February 2, 1901, 
the sale of or dealing in beer, wine, or any intoxicating liquors by any person upon 
any premises used for military purposes by the United States, is prohibited. 

Method of dispensing intoxicating liquor at officers’ messes was the subject of 
a letter dated April 27, 1951, from the Adjutant General, by order of the Secretary 
of the Army, Department of the Army, Washington, D. C., to the commanding 
general, First Army, Governors Island, N. Y., as follows: 

“The Department of the Army has been exploring ways and means of handling 
the liquor situation at military installations where section 38 of the act of Feb- 
ruary 2, 1901 (the Canteen Act), may apply, without violating the provisions 
thereof. Officers of the Judge Advocate General’s Office have studied several 
techniques that have been evolved and have devised a system which involves the 
group purchases and storage of liquor and the dispensing of same on a chit basis. 

he salient features are that the liquor is bought and paid for in advance; the liquor 
purchased may be consumed drink by drink on the presentation of a valid chit for 
the amount and type credited to the individual and separate payment is made for 
mixes and services. 

“The Judge Advocate General is of the opinion that if this system and details 
of which are set out in enclosure hereto, is strictly followed, no violation of the 
Canteen Act will be involved. Further, the plan has been cleared in advance with 
the Collector of Internal Revenue, who, I understand, will inform local revenue 
agents in order to obviate conflict with those officials in the field. 

“Tt is not the intention of the Department of the Army in any manner to urge 
adoption of a chit system which will permit the dispensing of individual drinks 
and you are free to pursue other methods provided such are not contrary to the 
Canteen Act. If a chit system is used which permits the dispensing of individual 
drinks at military premises, it is desired that the procedures set forth in the 
enclosure hereto be followed precisely without local variation.” 
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WASHINGTON LIQUOR PLAN, ADOPTED BY FORT JAY, N. Y. 


The liquor plan, copy herewith as exhibit 1, outlines the proposed procedure 
to be followed at Army installations in connection with group purchase, storage, 
and dispensing of liquor by individual drinks on a chit basis. The proposed chit 
system was adopted by Fort Jay and is in full force and effect with changes as 
follows: 

1. The chit system is also used in dispensing liquor by individual drinks at 
noncommissioned officers’ mess. 

2. Books containing detachable coupons at 5-cent, 10-cent, and 25-cent denomi- 
nations may be purchased for $5. 

3. Purchasers of $10 and $5 coupon books are required to pay additional 
charges of $3 or $1.50 for setups. 

2d Lt. C. I. Sisskind, MPC, custodian of the Fort Jay locker fund, makes 
group purchases of liquor and wine as agent for members of officers’ and noncom- 
missioned officers’ clubs and messes for their personal use or for consumption by 
the drink at officers’ and noncommissioned officers’ clubs and open messes. 

Liquor lists, copy herewith as exhibit 2, showing brands available, price, and 
space to enter quantity (bottles) desired and total cost are turned over by the 
locker officer to beverage representatives about the 20th of each month for com- 
pletion of the forms and return on the Ist day of the following month together 
with amounts collected and a certificate, copy herewith as exhibit 3, signed by 
each purchaser who certifies that the liquor ordered by him is for his personal use, 
or for use by members of his household or his bona fide guests. 

Liquor is dispensed by individual drinks at officers’ and noncommissioned 
officers’ clubs and open messes from 5:30 to 11 p. m. Monday through Friday, 
and from 5:30 p. m. to midnight on Saturday and Sunday. During said hours 
beer is also dispensed by individual drinks on a cash basis. 

The locker officer orders liquors in case lots from various wholesalers and dis- 
tributors. Records maintained indicate that during the quarter ended March 31, 
1953, disbursements of $30,624.31 were made for liquors. 

Operational expenses of the locker fund include taxes, chit books, breakage, help, 
clerical supplies, telephone calls, and transportation. Excess profits accumulated 
by the locker fund over and above these items are expended for the benefit of 
fund members in the form of decreased prices in accordance with instructions 
received in memorandum dated April 22, 1953, copy herewith as exhibit 4, from 
commanding general, First Army, Governors Island, N. Y. 

Lieutenant Sisskind stated that he spends approximately 10 to 12 hours per 
week, during official hours, administering the affairs of the Fort Jay locker fund; 
that, in addition thereto, bis assigned duties are, post police officer, post postal 
officer, and commanding officer of the casualty detachment. Lieutenant Sisskind 
receives pay and allowances of $4,446 a year. 

The locker officer advised that $45 is paid out of the Fort Jay locker fund 
monthly to Sgt. James Deckel for services rendered by him, after official hours, 
in connection with the receipt, storing, and distribution of liquors. Amounts of 
$50, $40, and $30 were also paid out of the locker fund in April 1953 to William 
Brunton, Jack 8. Markman, and Jerry Belkin, civilian employees at Fort Jay, for 
services, said to have been rendered by them after official hours, in connectionwith 
maintaining accounting records of the Fort Jay locker fund. 


STATE OF NEW YORK LIQUOR AUTHORITY 


Mr. Patrick J. Gleason, deputy commissioner, State liquor authority, advised 
that a license under the alcoholic beverage cortrol law need not be obtained in 
order to traffic in alcoholic beverages on Federal military reservations located on 
lands exclusively ceded to the United States by the State of New York. Bulletins 
Nos. 211, 211—A, 211—B, and 211-C, copies herewith as exhibit 5, lists the Federal 
military establishments, including Fort Jay, Governors Island, N. Y., which are 
located on lands ceded to the United States by the State of New York. 


STATE OF NEW YORK, DEPARTMENT OF TAXATION AND FINANCE 


Mr. James Lamotte, head of the commodities tax section, department of taxa- 
tion and finance, advised that excise taxes imposed on wines and liquors by the 
alcoholic beverage tax law are included in the prices paid to distributors for such 
commodities by the custodian of the Fort Jay locker fund. He further advised 
that taxes of 344 cents per gallon is not imposed upon beers purchased for consump- 
tion by individual drinks at officers’ and noncommissioned officers’ clubs and open 
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messes at Fort Jay, Governors Island, N. Y. Lamotte cited section 424 of the 
tax law which provides that taxes shall be levied and imposed upon beers “except 
beers when sold to or by a voluntary unincorporated organization of the Armed 
Forces of the United States operating a place for the sale of goods pursuant to 
regulations promulgated by the appropriate executive agency of the United 
States * * *,” 


INTERNAL REVENUE—OCCUPATIONAL TAXES 


Section 3283 of the Internal Revenue Code, effective September 23, 1950, pro- 
vides that any tax imposed by chapter 27 of the Internal Revenue Code shall apply 
to any agency or instrumentality of the United States unless such agency or 
instrumentality is granted by statute a specific exemption from such tax. 

Pursuant to the foregoing provision of law section 194.26 of Regulations 20, 
Wholesale and Retail Dealers in Liquors (26 C. F. R. pt. 194; 5 F. R. 2170), as 
amended in Treasury Decision 5910 of June 3, 1952, provides that any agency or 
instrumentality of the United States engaging in the business of selling, or offer- 
ing for sale, aleoholic liquors, must pay special tax for the carrying on of such 
business on and after September 23, 1950. It further provides that any canteen, 
club, mess, or similar organization operated under regulations of the Department 
of Defense, selling, or offering for sale, liquors, is liable to special tax for any period 
during which the organization carries on the business. 

The Army service exchange operates a bar, where beer is dispensed by indi- 
vidual drinks on a cash basis, and pay a special tax of $22 a year as a retail dealer 
in malt liquors. 

The officers’ and noncommissioned officers’ clubs each operate a bar where 
liquors are dispensed by individual drinks on a chit basis and beers are also dis- 
pensed in like manner on a cash basis. Special tax of $50 and $22 a year in con- 
nection with its operations as a retail liquor dealer and a retail dealer in malt 
liquors had not been paid and the matter was discussed with Col. C. G. Blakeney, 
Artillery, deputy post commander. Colonel Blakeney stated he had been advised 
by Capt. Francis H. Anderson, Office of the Judge Advocate General, First Army, 
Governors Island, N. Y., that the special tax of $22 a year should be paid by 
the officers’ and noncommissioned officers’ clubs. The deputy post commander 
stated that he would instruct the secretaries to apply for retail dealer in malt 
liquor special tax stamps. Stamps No. 194044-194045 issued by the Office of 
the Director of Internal Revenue, Customs house, Bowling Green, New York, 
N. Y., are on hand at Fort Jay. Colonel Blakeney stated it was his considered 
opinion that a retail liquor dealer’s special tax stamp is not required in connection 
with group purchases of liquor made by the locker officer for members of the 
officers’ and noncommissioned officers’ clubs and messes for their consumption 
since the liquor ordered is paid for in advance, no profit is made on the purchases, 
and cash is not paid for the liquor when it is dispensed by individual] drinks at the 
officers’ and noncommissioned officers’ clubs and messes. 

The foregoing matter was discussed with W. E. Dunigan, assistant district 
commissioner, alcohol and tobacco tax, 143 Liberty Street, New York, N. Y., 
who agreed to look into the matter. Letter dated June 16, 1953, herewith as 
exhibit 6, received from Mr. Dunigan, together with enclosures referred to therein, 
indicate that no occupational stamp is required for either of the clubs due to the 
manner in which they are operated. 

(Exhibits submitted with original report only.) 


Exurpit No. 37 
GENERAL Accountine OrricE, Orrice or INVESTIGATIONS 
Report No. I-18152—N Y-11 


INVESTIGATIVE SURVEY OF THE SALE oF ALCOHOLIC BEVERAGES ON GOVERNMENT 
RESERVATIONS, Fort Wapsworts, STaTEN Isuanp, N. Y. 


Investigative survey has been conducted covering the sale of alcoholic beverages 
at Fort Wadsworth, Staten Island, N. Y. 


INTRODUCTION 


Under the provisions of section 38 of the Canteen Act, dated February 2, 1901, 
the sale of or dealing in beer, wine, or any intoxicating liquors by any person upon 
any premises used for military purposes by the United States, is prohibited. 
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WASHINGTON LIQUOR PLAN, ADOPTED BY FORT WADSWORTH, STATEN ISLAND, N. Y. 


Copy of a letter from the Adjutant General, Department of the Army, Wash- 
ington, D. C.,} dated April 27, 1951, proposed the dispensing of liquor by indi- 
vidual drinks at military premises and advised that the Judge Advocate General 
was of the opinion that if the JAG procedure was followed, no violation of the 
Canteen Act would be involved. The liquor plan ? outlines the proposed procedure 
to be followed at Army installations in connection with group purchase, storage 
and dispensing of liquor by individual drinks on a chit basis. The proposed chit, 
system was adopted by Fort Wadsworth and is in full force and effect. 


CONTROL OF ALCOHOLIC BEVERAGES, EFFECTIVE MAY 1, 1953 


Memorandum No. 11, issued by command of the Commanding General, Fort 
Wadsworth, Staten Island, N. Y.,? dated March 16, 1953, instituted a procedure, 
effective May 1, 1953, to comply with certain quoted regulations having reference 
to dealing in and the storage of intoxicating liquors. 

Capt. H. H. Schneider, custodian of the Fort Wadsworth locker fund, makes 
group purchases of liquor as agent for locker-fund members for their personal 
use or for consumption by the drink at officers’ open mess.‘ The locker officer 
orders liquors in case lots from various wholesalers and distributors. Records 
maintained indicate that during the first month of its operations, May 1953, 
disbursements of $1,111.28 were made for liquors. 

Liquor is dispensed by individual drinks at officers’ open mess from 5 to 11 p.m. 
daily. During said hours beer is also dispensed by individual drinks on a cash 
basis. : 

Operational expenses of the locker fund include taxes, chit books, breakage, 
help, clerical supplies, telephone calls, and transportation. Excess profits ac- 
cumulated by the locker fund over and above these items are expended for the 
benefit of fund members in the form of decreased prices. 

The locker officer advised that $25 is paid out of the Fort Wadsworth locker 
fund monthly to H. J. Beyer, civilian employee at Fort Wadsworth, for services, 
said to have been rendered by him after official hours in connection with maintain- 
ing accounting records of said fund. 


STATE OF NEW YORK LIQUOR AUTHORITY 


Mr. Patrick J. Gleason, deputy commissioner, State liquor authority, advised 
that a license under the alcoholic beverage control law need not be obtained in 
order to traffic in alcoholic beverages on Federal military reservations located on 
lands exclusively ceded to the United States by the State of New York. Bulletin 
No. 211, Revised, issued by the State liquor authority, December 4, 1951, to 
manufacturers and wholesalers, lists Federal military establishments, including 
Fort Wadsworth, Staten Island, N. Y., which are located on lands ceded to the 
United States by the State of New York. 


STATE OF NEW YORK, DEPARTMENT OF TAXATION AND FINANCE 


Mr. James Lamotte, head of the commodities tax section, department of taxa- 
tion and finance, advised that excise taxes imposed on wines and liquors by the 
alcoholic beverage tax law are included in the prices paid to distributors for such 
commodities by the custodian of the Fort Wadsworth locker fund. He further 
advised that taxes of 3% cents per gallon are not imposed upon beers purchased 
for consumption by individual drinks at officers’ and NCO’s open messes. Mr. 
Lamotte cited section 424 of the tax law which provides that taxes shall be levied 
and imposed upon beers, “except beers when sold to or by a voluntary unin- 
corporated organization of the Armed Forces of the United States operating a 
place for the sale of goods pursuant to regulations promulgated by the appro- 
priate executive agency of the United States * * *.”’ 


INTERNAL REVENUE, OCCUPATIONAL TAXES . 


Section 3283 of the Internal Revenue Code, effective September 23, 1950, 
provides that any tax imposed by chapter 27 of the Internal Revenue Code 
shall apply to any agency or instrumentality of the United States unless such 
agency or instrumentality is granted a specific exemption from such tax. 


1 Maj. Gen. Edward F. Witsell, USA. 

2 Liquor plan, copy of plan submitted with report No. I-18152-N Y-4. 

3 Brig. Gen. Legare K. Tarrant, USA, appendix A, copy of memorandum. 
4 Appendix B, authorization to purchase on behalf of locker-fund member. 
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Pursuant to the foregoing provision of law, section 194.26 of Regulations 20, 
“Wholesale and Retail Dealers in Liquors’? (26 CFR Part 194: 5 F. R. 2170), 
as amended in Treasury Decision 5910 of June 3, 1952, provides that any agency 
or instrumentality of the United States engaging in the business of selling, or 
offering for sale, alcoholic liquors, must pay special tax for the carrying on of 
such business on and after September 23, 1950. It further provides that any 
canteen, club, mess, or similar organization operated under regulations of the 
Department of Defense, selling, or offering for sale, liquors, is liable to special] 
tax for any period during which the organization carries on the business. 

The officers’ and NCO’s messes each operate bars where beers are dispensed 
by individual drinks on a cash basis and the former also dispense liquors in like 
manner on a chit basis. Beer has been dispensed at the officers’ mess since some 
time prior to September 23, 1950, and at the NCO’s mess since June 1, 1953. 
Special tax of $22 a year in connection with their operations as retail dealers in 
malt liquors had not been paid and the matter was discussed with Lt. F. C, 
Precht, SC, officers’ mess and M. Sgt. Stephen D. Mataya, NCO’s mess. On 
June 22, 1953, special tax of $22 was paid by the NCO’s mess and on June 29, 
1953, $99.92, representing amount due for special taxes, and applicable penal- 
ties, since September 23, 1950, was paid by the officers’ mess. Special tax of $50 
a year in connection with its operations as a retail liquor dealer has not been 
paid by the locker officer or the officers’ mess. According to Mr. W. E. Duni- 
gan, assistant district commissioner, Alcohol and Tobacco Tax, New York, 
N. Y., no occupational tax stamp is required. See page 5 of report No. I- 
18152—N Y—4, July 21, 1953. 

(Appendixes A and B with original only.) 


Exursir No. 38 
GUNERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—N Y-5 


INVESTIGATIVE SURVEY OF THE SALE oF ALCOHOLIC BEVERAGES ON GOVERNMENT 


RESERVATIONS, Unirep States Navat Recervinc Station, BRooxk.yn, 
Pees 


Investigative survey has been conducted covering the sale of alcoholic beverages 
at United States Naval Receiving Station, Brooklyn, N. Y. 


INTRODUCTION 


Under the provisions of section 38 of the Canteen Act, dated February 2, 1901, 
the sale of or dealing in beer, wine, or any intoxicating liquors by any person upon 
any premises used for military purposes by the United States, is prohibited. 

Establishment of commissioned officers’ mess (open), United States Naval 
Receiving Station, Brooklyn, N. Y., which has been in continuous operation since 
some time prior to November 1, 1944, was authorized by memorandum dated 
i 12, 1948,' from Chief of Naval Personnel, Navy Department, Washington, 

». C. 

The procedure for the operation of messes, open, are set forth in Bureau of 
Naval Personnel Regulations for Commissioned and Warrant Officers’ Messes 
Ashore, 1951, chapter 4, section 1. Commissioned officers’ messes, open, are 
established to furnish meals and refreshments for, and to provide for the social 
and recreational needs of, commissioned officer personnel of the Navy and Marine 
Corps and their Reserve components on active duty, while stationed at, or ordered 
on temporary duty to, activity having jurisdiction of the mess. This includes 
officers of the United States Navy, Marine Corps, Army, Air Force, Coast Guard, 
Coast and Geodetic Survey, Public Health Service and their Reserve components, 
officers of the armed services of foreign nations serving with the United States 
Armed Forces, and officers of the United States Navy and Marine Corps on retired 
pay. 

PROCUREMENT CHANNELS 


The mess, open, at the United States Naval Receiving Station, Brooklyn, N. Y., 
purchases liquors from wholesalers and distillers, such as the National Distillers, 


1 Appendix A, Memorandum 12, August 1948, Navy Department, Bureau of Naval Personnel, Pers 
516-jls, to Commanding Officer, U. 8. Naval Receiving Station, Brooklyn, N. Y. 
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Calvert, Hiram Walker, and Park & Tilford, through the mess officer, Lt. P. E. 
Muschick, Jr., USN, on 30 days’ basis, open account. 


METHOD OF SALE 


Sales are made in bottle quantity only. No liquor is sold over a bar. Sales 
are limited to officers attached to the naval receiving station upon presentation 
of an official armed services identification card, good for 1 year, and whose names 
appear on the official roster of the station. Purchases are not available to guests, 
clubs, or others visiting the station. 

At the time of purchase, the officer is required to sign a sales ticket containing 
the following certificate: 


“T hereby agree that the alcoholic beverages purchased by me from (name 
of mess, location) will not be resold or exchanged, and will not be transported 
off the property over which the Navy has jurisdiction except in accordance 
with the laws of the State, District, Territory, or country into which said 
alcoholic beverages are removed, and then only when permitted by the 
cognizant authority. 

“Signed Rank Pee NO 2.46. uae 


The average number of eligible officers, per month 1952, was 73. 

Each bottle of liquor is identified by the officers’ mess decalcomania obtained 
from the Bureau of Naval Personnel (Special Service Division) on the payment of 
$10.25 per 5,000, by check payable to the naval officers’ mess central contingency 
fund (ch. 10, par. 1003, NAVPERS 15782). 

Sales, fiscal year 1952, were $27,684.48; net profits, $1,059.06; the cumulative 
profits as of April 30, 1953, being $4,575.56. 


COST TO THE GOVERNMENT 


The liquor store occupies a room, 10 by 12 feet, on the sixth floor of the United 
States Naval Receiving Station Administration Building, Flushing Avenue, 
Brooklyn, N. Y. A small locker room 4 by 6 feet, on the same floor, is used for 
storage. The estimated rental value of the entire space is stated to be $1.25 per 
square foot per year. The store is open from 12 noon to — m., and from 


4 to 4:30 p. m., daily except Saturday and Sunday. Charley Young, DK1, 
pay $206.39, allowances $8.40, is on duty during the former period, and Dudley 
S. Schneider, YN3, pay $129.95, allowances $4.20, is on duty during the latter 
period. Each man receives $35 monthly for work performed in the liquor store, 
which compensation is paid from sales profits in the liquor store. Lt. P. E. 
Muschick, Jr.’s pay is $429.78, allowances $150.46. Duties of the enlisted men 
and mess officer are performed outside of regular duty hours. 

The Navy disbursing officer holds a deposit of $12 from the liquor store to 
cover the cost of electricity consumed in the store, and the records show that the 
Government has been fully reimbursed on an estimated basis for electricity 
furnished. 

FEDERAL TAX 


The naval receiving station liquor store pays the $50 retail liquor dealer tax 
required under section 604 of the Revenue Act of 1950, as amended by section 
3283, effective September 23, 1950 (T. D. 5910). 


STATE TAX-——STATE OF NEW YORK 


On August 27, 1947, John J. Purcell, commodities tax unit head, Department 
of Taxation and Finance, State of New York, Albany, N. Y., advised all liquor 
and wine distributors in the State that, under a ruling of the State law bureau, 
Navy commissioned officers’ messes are arms of the United States with respect 
to which no tax is imposed by section 424 of the tax law, pursuant to order issued 
by the Secretary of Navy dated June 30, 1944. The order applies to sales of the 
mess itself and not sale to any officer or other person for whom the officers’ mess 
acts merely as an agent in the purchase of alcoholic beverages. 

The license for the State of New York is $800 per year. Also under article 18, 
section 424, of the tax law, a tax of $1.50 per gallon is assessed. However, under 
authority of the State department of taxation and finance, the Navy officers’ 
messes are exempt from both licenses and taxes. 
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The New York State tax and license losses through sales to the commissioned 
officers’ mess, open, for the first half of calendar year 1953, follow: 


Liquor Beer Still wine 


Amount Gallons | Amount Gallons Amount Gallons 
t 


January beehnat -| $2,817.58 202. $104. 33 $27. 06 
February sinewiacts wel 2, 407. 38 176. 6 | 14. 66 41.11 
1, 896. 8 133.8 50. 04 2 | 56.61 
1, 993. 5: 144. 63. 29 Oates ieee 
2, 129. 56 138. panel ean ae 5 
1, 518. 58 110. 56. 36 | 


| 
Son he 
| 





| 12,763. ! 906. 288. 68 


Total sales 








TAXES 
906.4 gallons liquor, at $1.5 $1, 359. 60 
261 gallons beer, at $0.03%______-_- bs nepdaat bine 3. 70 
34.14 gallons wine, at $0.10 3. bate 


A SOE, Satie ail ; ‘ den bhe 71 
State license "300. 00 


Total State tax and license , al 


LOCAL TAX, NEW YOR¥ CITY 


The New York City tax on retail licenses is 25 percent of the State tax. 

The United States is exempt from payment of New York City liquor tax under 
regulations of the office of the city comptroller. (Art. 3, Exemptions, issued 
pursuant to sec. F46—12.0(1) of local law 58 of 1952, title F of ch. 46, administrative 
code of the city of New York.) 


Navy DEPARTMENT, 
Bureau or Naval PERSONNEL, 
Washington 25, D. C., August 12, 1948. 
From: Chief of Naval Personnel. 
To: Commanding Officer, U. 8S. Naval Receiving Station, Brooklyn, New York. 
Subj: Establishment of Commissioned Officers’ Mess (open), U. 8. Naval Receiv- 
ing Station, Brooklyn, New York—approval| of. 
Refs: (a) BuPers ltr Pers—-513-ELF JE dtd November 1, 1944. 
(b) NavPers 15782 

1. Paragraph 6 of reference (a) stated that Open messes already in operation on 
November 1, 1944, would not be required to obtain authority for establishment 
from the Bureau. Reference (b) superseded and canceled reference (a). 

2. In order that the records at the Bureau and at your activity may show 
authorization for the establishment of the open mess, the establishment of the 
Commissioned Officers’ Mess (Open), U. 8. Naval Receiving Station, Brooklyn, 
New York, is hereby approved. 

3. The mess should be operated in accordance with the provisions of reference 
(b) and amplifying directives. 

James T. Harpy, 
(By direction). 
Certified to be a true copy. 
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Exuisir No. 39 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—N Y-12 


INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES ON GOVERNMENT 
RESERVATIONS, Fort Stocum, N. Y. 


Investigative survey has been conducted covering the sale of alcoholic beverages 
at Fort Slocum, N. Y. 
INTRODUCTION 


Under the provisions of section 38 of the Canteen Act, dated February 2, 1901, 
the sale of or dealing in beer, wine, or any intoxicating liquors by any person 
upon any premises used for military purposes by the United States, is prohibited. 


WASHINGTON LIQUOR PLAN 


Copy of a letter from the Adjutant General, Department of the Army, Wash- 
ington, D. C.,! dated April 27, 1951, proposed the dispensing of liquor by indi- 
vidual drinks at military premises and advised that the Judge Advocate General 
was of the opinion that if the JAG procedure was followed, no violation of the 
Canteen Act would be involved. he liquor plan,? outlines the proposed pro- 
cedure to be followed at Army installations in connection with group purchase, 
storage, and dispensing of liquor by individual drinks on a chit basis. The 
proposed chit system has not been adopted by Fort Slocum and all liquors are 
sold or dispensed on a cash basis. 

Capt. Frederick L. Jeckel, custodian of the Fort Slocum locker fund, makes 
group purchases of liquor and wine as agent for its members for their personal 
use or for consumption by the drink at the officers’ and noncommissioned officers’ 
clubs and messes. The locker officer orders liquors in case lots from various 
wholesalers and distributors. Records maintained indicate that during the 
quarter ended March 31, 1953, receipts of $9,037.11 were derived from the sales 
of bottled liquor. 

Liquor is dispensed by individual drinks at the officers’ and noncommissioned 
officers’ clubs and messes during the following hours: 

Officers’ club: 
Monday to Thursday, 4:30 to 10:30 p. m. 
Friday, 4:30 to 11:30 p. m. 
Saturday, 12 noon to 11:30 p. m. 
Sunday, 12 noon to 10:30 p. m. 
NCO club: 
Monday, Tuesday, and Thursday, 5 to 11 p. m. 
Wednesday and Friday, 5 to 12 p. m. 
Saturday and Sunday, | to 11 p. m. 

Operational expenses of the locker fund include taxes, breakage, help, clerical 
supplies, telephone calls, and transportation. Excess profits accumulated by 
the locker fund over and above these items are expended for the benefit of fund 
members in the form of decreased prices. 

The locker officer advised that $35 is paid out of the Fort Slocum locker fund 
monthly to Cpl. Harold Ross for services rendered by him, after official hours, 
in connection with the receipt and storing of liquor. In addition, Corporal Ross 
also assists in maintaining the accounting records of the fund. 


STATE OF NEW YORK LIQUOR AUTHORITY 


Mr. Patrick J. Gleason, deputy commissioner, State liquor authority, advised 
that a license under the alcoholic beverage control law need not be obtained in 
order to traffic in aleoholic beverages on Federal military reservations located on 
lands exclusively ceded to the United States by the State of New York. Bulletin 
No. 211—Revised, issued by the State liquor authority, December 4, 1951, to 
manufacturers and wholesalers, lists Federal military establishments, including 
Fort Slocum, N. Y., which are located on lands ceded to the United States by the 
State of New York. 


1 Maj. Gen. Edward F. Witsell, USA. 
2 Copy of plan submitted with Report No. I-18152-N Y-4. 
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STATE OF NEW YORK, DEPARTMENT OF TAXATION AND FINANCE 


Mr. James Lamotte, head of the commodities tax section, department of 
taxation and finance, advised that excise taxes imposed on wines and liquors by 
the alcoholic beverage tax law are included in the prices paid to distributors for 
such commodities by the custodian of the Fort Slocum locker fund. He further 
advised that taxes of 344 cents per gallon are not imposed upon beers purchased 
for consumption by individual drinks at officers’ and noncommissioned officers’ 
open messes and the Army service exchange at Fort Slocum. Mr. Lamotte cited 
section 424 of the tax law which provides that taxes shall be levied and imposed 
upon beers ‘“‘except beers when sold to or by a voluntary unincorporated organi- 
zation of the Armed Forces of the United States operating a place for the sale 
of goods pursuant to regulations promulgated by the appropriate executive 
agency of the United States * * *.” 


INTERNAL REVENUE—OCCUPATIONAL TAXES 


Section 3283 of the Internal Revenue Code, effective September 23, 1950, 
provides that any tax imposed by chapter 27 of the Internal Revenue Code shall 
apply to any agency or instrumentality of the United States unless such agency or 
instrumentality is granted by statute a specific exemption from such tax. 

Pursuant to the foregoing provision of law section 194.26 of Regulations 20, 
Wholesale and Retail Dealers in Liquors (26 C. F. R. pt. 194; 5 F. R. 2170), 
as amended in Treasury Decision 5910 of June 3, 1952, provides that any agency 
or instrumentality of the United States engaging in the business of selling, or 
offering for sale, alcoholic liquors, must pay special tax for the carrying on of 
such business on and after September 23, 1950. It further provides that any 
canteen, club, mess, or similar organization operated under regulations of the 
Department of Defense, selling, or offering for sale, liquors, is liable to special 
tax for any period during which the organization carries on the business. 

The Army service exchange operates a bar on the base where beer is dispensed 
by the drink on a cash basis. The activity pays the special tax of $22 a year as a 
retail dealer in malt liquors. 

The officers’ and noncommissioned officers’ clubs each operate a bar where 
liquors and beers are dispensed by individual drinks on a cash basis. Special 
tax of $50 and $22 a year in connection with its operations as a retail liquor 
dealer and a retail dealer in malt liquors has not been paid by the nonecommis- 
sioned officers’ club and the officers’ club pay only the special tax of $22 a vear. 

The foregoing matter was discussed with W. E. Dunigan, assistant district 
commissioner, alcohol and tobacco tax, 143 Liberty Street, New York, N. Y., 
who agreed to look into the matter. Letter dated June 26, 1953, herewith as 
exhibit 1, received from Mr. Dunigan, together with enclosure referred to therein, 
indicate that occupational tax liability as a retail liquor dealer has not been 
incurred by either of the clubs since the reported method of sale is nonprofit and 
comparable to the chit system at other Army installations, and that the only 
difference is that at Fort Slocum a written record is kept of the liquor dispensed 
to the individuals. Upon receipt of said letter Mr. Dunigan was again contacted 
and the matter of tax liability as a retail liquor dealer was again discussed. He 
was advised that members of the clubs deposit $10 only once; that their names do 
not appear on labels, attached to bottles, indicating individual ownership of the 
contents; and that cash is paid by them for each drink purchased at the bars 
Mr. Dunigan stated that he was of the opinion that both clubs should be required 
to pay the special tax of $50 a vear as a retail liquor dealer and he advised that the 
matter would be reinvestigated. 

Letter dated August 20, 1953, herewith as exhibit 2, received from H. P. 
MeNally, acting assistant regional commissioner, together with enclosures referred 
to therein, makes reference to additional information furnished by Col. James B. 
Kraft, commanding officer, Fort Slocum, N. Y., in letter dated July 25, 1953, 
addressed to the General Accounting Office, Washington, D. C. The letter also 
refers to section 194.26 of Regulations 20, Wholesale and Retail Dealers in 
Liquors, and advised that in view of this it is the opinion of the office that oc- 
cupational tax liability as a retail liquor dealer has been incurred by the officers’ 
club at Fort Slocum, N. Y. 

(Exhibits submitted with original report only.) 
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Exursit No. 40 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—N Y-8 


INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES ON GOVERNMENT 
RESERVATIONS, UNnirep States Maritime Service TRAINING STATION, 
SHEEPSHEAD Bay, Brooktyn, N. Y. 


Investigative survey has been conducted covering the sale of alcoholic beverages 
at the United States Maritime Service Training Station, Sheepshead Bay, Brook- 
lvn, N. Y. The station conducts a peacetime training program for experienced 
merchant-marine personnel to offer them upgrade, refresher, and specialists 
training covering every phase of shipboard positions. Capt. 8. W. Reed is 
superintendent of the station, and Comdr. W. R. Hurder is the executive officer. 

The officers’ club of the United States Maritime Service Training Station 
began the sale of liquor sometime during 1944, the authority for which is not 
available at the training station. 


PROCUREMENT CHANNELS 


Lt. E. L. O’Brien, president of the club, is in charge of liquor purchases, and 
procures liquor from Hiram Walker, Park & Tilford, and Blue Crest Distributors. 


SALES 


Liquor is sold in bottles from a stockroom, for cash, with an average 12% 
percent markup; also over the club bar by individual drinks, through the use of 
chit books, available to properly identified club members only at $2.50, $5, and 
$10. Members pay $2 monthly, plus $3 initiation fee, payable in advance. 
Liquor is not sold to guests or others visiting the station. ‘The average monthly 
liquor sales for the period March 1 to May 31, 1953, were $266; average monthly 
inventory, for the same period, was $700. At the time of purchase, members 
are required to execute a sales ticket containing the following certificate: 


“T hereby agree that all alcoholic beverages purchased by me from the 
wine lock USMS Officers’ Club, Sheepshead Bay, Brooklyn, N. Y., will not 
be resold or exchanged, and are for my personal use.” 


Liquor in bottles is stored in a small locker room 6 by 8 feet in the officers’ club. 
The liquor bar occupies about 100 square feet in the officers’ club, total area for 
liquor activities being 148 square feet. Beer is also sold over the bar in bottles 
and by the case. 

COST TO THE GOVERNMENT 


The club pays the Government $25 monthly for heat and light. The following 
enlisted men perform work, outside of duty hours, in the officers’ club, for which 
they receive $1.25 per hour, paia from profits of the club: 


Pay Allowances Total 


Richard C. Van Wagenen, SDC $252. 25 | $108. 60 $360 
John J, Newman, SKC : . ‘ Lon 236. 96 108. 60 345. ! 


706. 


The bar is open from 7 p. m. to 11 p. m. on Tuesday, Thursday, and Friday, and 
from 5 p. m. to 11 p. m. on Wednesday, Saturday, and Sunday. No sales are 
made on Monday. 

FEDERAL TAX 


The officers’ club of the United States Maritime Service Training Station 
pays the $50 retail liquor dealer tax required under section 604 of the Revenue 
Act of 1950, as amended by section 3282, effective September 23, 1950 (T. D. 
5910). 
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STATE TAX 


The officers’ club of the United States Maritime Service Training Station, 
Sheepshead Bay, Brooklyn, N. Y., is located on land ceded to the United States 
of America on April 24, 1953, by the Governor of the State of New York, and 
accepted by A. W. Gatov, Administrator of the Maritime Administration of the 
United States Department of Commerce, by virtue of the act of October 9, 1940 
(54 Stat. 1038, 40 U.S. C., see. 255), the details of which were transmitted to the 
superintendent of the United States Maritime Service Training Station on June 
2, 1953, by H. J. Tiedemann, rear admiral, USMS, Commandant, United States 
Maritime Service... On June 19, 1953, by amendment to Bulletin No. 211, 
December 4, 1951, the New York Scate Liquor Authority advised State manu- 
facturers and wholesalers of liquor that the United States Maritime Service 
Training Stacion, Sheepshead Bay, Brooklyn, N. Y., had been added to the list 
of nonlicensees under special permit, exempting the Training Station from the 
requirement of a State license. The liquor State tax of $1.50 per gallon is paid 
by the club. 

LOCAL TAX 


The United States Maritime Service Training Station is specifically exempted 
from the payment of local license fee by section F46-12.0(1) of Local Law No. 58 
of 1952, title F, chapter 46, Administrative Code of the city of New York. 


SHIP’S SERVICE STORE 


Ensign James W. Reynolds, ship’s service officer, stated that he purchased beer 
from local distributors and brewers of popular brands in the New York City area. 
The average monthly inventory is 75 cases. Beer is sold in cases and individual 
containers to properly identified station personnel between the hours of 5 p. m. 
and 11 p. m., daily, except Mondays. The following enlisted personnel work in 
the ship’s service store, outside of duty hours, for which they receive $1.20 per 
hour, each man being limited to earnings of $75 a month: 


| 
Pay |Allowances| Total 
| 


Ralph A. Dedcovich, MM2.................-.-.----..-.----------- | $183. 46 $108.60 | $292. 
Walter D. Daniels, SK2 168. 17 108. 60 | 276. 77 
John Kozubski, TN .-.----- | 114. 66 | 82. 80 | 197. 


NE Aine. ist tes tiniindas Shietihdinheet veka ngieaenmmenatiibndes | nitiiemmentiiinael | a ea | 766. 29 





The ship’s service store pays the special tax of $22 a year in connection with its 
operations as a retail dealer in malt liquor, as required under section 604, Revenue 
Act of 1950, as amended by section 3282, effective September 23, 1950. 


Unitep States GOVERNMENT, 
MARITIME ADMINISTRATION, 
Washington, D. C., June 2, 1958. 


To: Superintendent, U.S. Maritime Service Training Station, Sheepshead Bay. 

From: Commandant, U. 8. Maritime Service. 

Subject: U. 8. Maritime Service Training Station, Sheepshead Bay, Brooklyn, 
New York—Cede to United States of America Jurisdiction over. 

“nclosure: (A) Copy of letter dated May 28, 1953 to Honorable Thomas E. Dewey, 
Governor of the State of New York from the Maritime Administrator, 
accepting jurisdiction over the lands comprising the U. 8. Maritime Service 
Training Station, Sheepshead Bay, Brooklyn, New York. 

On April 24, 1953 the Governor of the State of New York ceded to the United 
States of America jurisdiction over and in and to lands and premises known and 
described as and comprising the United States Maritime Service Training Station, 
Sheepshead Bay, Brooklyn, New York. 

On May 28, 1953 the Administrator of the Maritime Administration of the 
United States Department of Commerce accepted on behalf of the United States 


1 Appendix A, memorandum dated June 2, 1953, from Rear Adm. H. J. Tiedemann, Commandant, 
U. 8. Maritime Service, to superintendent, U. 8. Maritime Training Station, Sheepshead Bay. 
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of America the cession of jurisdiction from the State of New York subject to the 
terms and conditions of the New York State Law and upon express condition 
that the State of New York shall retain a concurrent jurisdiction with the United 
States on and over the property and premises comprising the training station, 
in so far as all civil and criminal process which may issue under the laws or author- 
ity of the State of New York may be executed thereon in the same way and manner 
as if such jurisdiction had not been ceded, except so far as such process may affect 
the real or personal property of the United States. 

We have discussed the matter with a representative of the Legal Division of 
the Maritime Administration and he is of the opinion that on and after April 24, 
1953, the sale of any article, item, commodity, food, beverage, costs of amusements, 
sold, purchased, paid for or consumed upon said premises, shall, by virtue of said 
cession of jurisdiction, be exempt from any and all taxes, levies or other sources 
of income imposed thereupon by the State of New York, the City of New York, 
the Borough of Brooklyn or any political subsidiary or subdivision thereof. 
The foregoing, together with Enclosure (A), is sent for your information and 
files. ' 

H. J. TreEDEMANN, 
Rear Admiral, USMS, 
Commandant, U. S. Maritime Service. 


‘ 


Notice oF ACCEPTANCE OF JURISDICTION ON BEHALF OF THE UNITED STATES OF 
AMERICA OVER THE PREMISES KNOWN AS THE UNITED States MARITIME 
ServicE TRAINING STATION, SHEEPSHEAD Bay, BrookLtyn, New Yorxk 


May 28, 1953. 
Honorable THomas E, Dewey, 
The Governor of New York, Albany, New York. 

Dear GOVERNOR Dewey: Whereas the United States of America, acting by 
and through the United States Department of Commerce, Maritime Adminis- 
tration, has heretofore requested the proper authorities of the State of New York 
to cede to the United States of America jurisdiction over certain lands,and premises 
known and designated and comprising the United States Maritime Service 
Training Station, Sheepshead Bay, Brooklyn, New York, in accordance with the 
provisions of Article 4 of the State Law, being a part of Chapter 57 of the Con- 
solidated Laws of the State of New York and being also part of Chapter 59 of 
the Laws of 1909 of said State, as amended; said lands being fully and completely 
described and delineated in that certain description and map and also in that 
certain Certificate of the Attorney General of the United States that the United 
States is in possession of said lands and premises under a clear and complete title, 
subject to certain existing easements, for one or more of the certain works or 
purposes provided for in Section 50 of Article 4, particularly for the construction, 
improvement and maintenance of parade and maneuver grounds, naval station 
and needful buildings and structures for use in connection with the said United 
States Maritime Service Training Station; said description, map, and certificate 
having been filed with and made a part of said request, reference thereto hereby 
being made for a more particular description of said land and premises; and 

Whereas by deed dated the 24th day of April, 1953, executed by the Honorable 
Thomas E. Dewey as Governor of the State of New York, the said State of New 
York, under and by virtue of the said provisions of Sections 52 and 53 of said 
Article 4, ceded to the United States of America jurisdiction over, and in and to 
said lands and premises in the following words and terms: 

“Now, therefore, I, Thomas E. Dewey, Governor of the State of New York, 
by the authority vested in me by section 52 of the State Law aforesaid, do hereby, 
in the name and on behalf of the State of New York, cede to the United States of 
America the jurisdiction of the lands above described, the United States of 
America to hold, possess, and exercise such jurisdiction, subject to the terms and 
conditions of said State Law, upon the express condition that the State of New 
York shall retain a concurrent jurisdiction with the United States on and over 
the property and premises as aforesaid, so far as that all civil and criminal process, 
which may issue under the laws or authority of the State of New York, may be 
executed thereon in the same way and manner as if such jurisdiction had not been 
ceded, except so far as such process may affect the real or personal property of 
the United States. 


35810—54—pt. 3——29 
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“This deed is made and executed in order to carry out and give effect to the 
provisions of Public Law No. 684 of the 81st Congress, 2d Session, Act of August 
10, 1950.” 

Whereas, under and by virtue of the Act of October 9, 1940, 54 Stat. 1038. 
40 U. 8. C. Section 255, the head or authorized officer of any department or 
independent establishment or agency of the Government accepting or securing 
jurisdiction over lands from a State shall indicate acceptance of jurisdiction on 
behalf of the United States by filing a notice of such acceptance with the Governor 
of such State or in such other manner as may be prescribed by the laws of the 
State where such lands are situated; and 

Whereas, unless and until the United States has accepted jurisdiction to be 
acquired after the date of said Act, it shall be conclusively presumed that no 
such jurisdiction has been accepted; 

Now, therefore, this is to give notice that I, A. W. Gatov, Administrator of 
the Maritime Administration of the United States Department of Commerce, 
hereunto duly authorized, do hereby accept on behalf of the United States of 
America the cession of jurisdiction from the State of New York as hereinbefore 
described and in the words and terms hereinbefore set forth over the lands and 
premises known and described as, and comprising the United States Maritime 
Service Training Station, Sheepshead Bay, Brooklyn, New York. 

Unrrep States OF AMERICA. 
By Unirep Srates DEPARTMENT OF 
CoMMERCE, MARITIME ADMINISTRATION. 
A. W. Gatov, Maritime Administrator. 


Exuipit No. 41 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—N Y-9 


InvesTacaTive SurRvVEY OF THE SALE or ALCOHOLIC BEVERAGES ON GOVERNMENT 
Reservations, Unirep States Coast Guarp Bass, St. GEeorGe, Staten 
. + 
Istanp, N. 


igative survey has been conducted covering the sale of alcoholic beverages 
at United States Coast Guard Base, St. George, Staten Island, N. Y. 

Authority to establish a package liquor store to be operated as a facility under 
the officers’ mess, United States Coast Guard Base, St. George, Staten Island, 
N. Y., was authorized by letter dated Apri! 11, 1952, from the commandant.! The 
package liquor store, under the supervision of Lt. G. Garrett, USCG, was estab- 
lished May 1, 1952, and initial funds were drawn from the wardroom mess 
surplus account.2. It is the only package store under the command of the Third 
Coast Guard District, and is administered in accordance with Bureau of Naval 
Personnel Regulations for Commissioned Officers’ Messes Ashore—1951— 
chapter 4, section 1. 

PROCUREMENT CHANNELS 


Liquor is obtained, on 30-day consignment, from Schenley Distillers, National 
Distillers, Hiram Walker and dealers in other popular brands, and billed to 
“Commissioned Officers’ Mess, Lt. G. Garrett, USCG, U. 8. Coast Guard Base, 
St. George, Staten Island, N. Y.’”’ Payments for liquor are made at the end of 
each month by check drawn by Lieutenant Garrett on a local bank from an 
account ‘‘U. 8. Coast Guard Officers’ Mess, St. George, Staten Island, N. Y.’’ 


METHOD OF SALE 


Liquor is sold only in bottles. The use of the package liquor store is restricted 
to officers of the Coast Guard, Navy, and Marine Corps on active duty or on a 
retired list with pay, or on a retired list as a result of disability incurred in line of 
duty. Purchasers of liquor are required to show official identification cards and 
to sign sales ticket containing the following certificate: 


Appendix A, copy of letter from commandant, te commanding officer, U. 8. Coast Guard Base, St, 
George, Staten Island, N. Y., dated April 11, 1952 
? Appendix B, copy of letter from commanding officer, U. 8. Coast Guard Base, St. George, Staten Island, 
N. Y., to Lt. (jg.) Seymour L. Treib, USCGR, dated April 25, 1952. 
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“T hereby agree that the alcoholic beverages purchased by me from Officers’ 
Mess, CG Base, St. George, 8. I. N. Y. will not be resold, or exchanged, and 
will not be transported off the property over which the Coast Guard has 
jurisdiction except in accordance with the laws of the State, District, Terri- 
tory, or Country into which said alcoholic beverages are removed, and then 
only when permitted by the cognizant authority. 


(Signature) E . (File No.) 


(Date)”’ 


The average monthly number of officers assigned to duty at the United States 
Coast Guard Base is nine. Liquor sales from March 1 to May 31, 1953, were 
$17,102.02; net profits, same period, $883.20, or $294.40 a month. 


COST TO THE GOVERNMENT 


The liquor store occupies a room 12’ by 15’ on the third floor of the administra- 
tion building adjacent to the wardroom, and is open from 3 to 5 p. m. Thursdays 
only. The monthly compensation of Lieutenant Garrett is $400.14, allowances 
$150.48. He is assisted in the liquor store by W. O. L. G. Quarles, whose monthly 
compensation is $257.24, allowances $134.38. Neither receive extra compensation 
for work performed in the liquor store. No charge is made for electric current 
used in the liquor store, as it is considered to be a part of the commissioned and 
warrant officers’ mess. 

FEDERAL TAX 


The package liquor store pays the $50 retail liquor dealer tax required under 
section 604 of the Revenue Act of 1950, as amended by section 3282, effective 
September 23, 1950 (T. D. 5910). 

STATE TAX 


The New York State tax of $1.50 per gallon is paid on all liquors purchased by 
the package liquor store. The package store does not pay the State license fee, 
being exempted by State Liquor Authority Bulletin No. 211, December 4, 1951, 
the sales being on land exclusively ceded to the United States by the State of 
New York. 

LOCAL TAX 


The United States Coast Guard Base, St. George, Staten Island, N. Y., is spe- 
cifically exempted from the payment of local license fee, by authority of section 
F46—12.0(1) of local law No. 58 of 1952, title F, chapter 46, administrative code 
of the city of New York. 

COAST GUARD EXCHANGE 


C. Mach. F. C. Treahey, United States Coast Guard, is the exchange officer of 
the Coast Guard exchange. He procures beer from Richmond Beverage Co., 
Staten Island, N. Y., in cases. The average inventory is 100 cases. Beer is sold 
in cases and single cans, purchases being restricted to military personnel upon 
presentation of official identification card. The exchange is administered under 
United States Coast Guard Exchange Manual regulations. The Federal tax of 
$22 as retail dealer in fermented malt liquor is paid as required under section 604, 
Revenue Act of 1950, as amended by section 3282, effective September 23, 1950. 
The store is open from 7 to 8:30 p. m. daily. The following enlisted men perform 
work, outside of duty hours, in dispensing beer: 





| Monthly 
Pay Allowances | earnings in 
exchange 


| 
SKV Max Schwartz $279. 40 | 
8K3 Richari C. Kupris...............-- 122. 00 


Subsistenes and quarters............- HO 
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Aprin 11, 1952. 
From: Commendant 
To: Commanding Officer, CG Base, St. George, Staten Island, N. Y. 
Via: Commander, 3rd CG District (des). 
Subj: Package liquor store; authority to establish. 
tef: (a) Your letter dated 7 February, 1952 (J14). 
(b) BuPers Regulations for Commissioned and Warrant Officers’ Messes 
Ashore, 1951 (NAVPERS 15782). 

1. In accordance with request contained in reference (a), authority is hereby 
granted to establish a package liquor store at your unit to be operated as a facility 
under the Officers’ Mess, CG Base, St. George, Staten Island, N. Y. 

2. Pending receipt of instructions governing the operation of Coast Guard 
Officers’ Mes.es Ashore, the facility authorized above shall be operated in accord- 
ance with instructions contained in reference (b), copy attached. 

R. J. Borromey, 
(By direction.) 


ApriL 15, 1952, 
From: Commander, Third Coast Guard District. 
To: Commanding Officer, CG Base, St. George, Staten Island, N. Y. 
Forwarded, 
A. M. MarrtINnson, 
Acting. 


Aprit 25, 1952. 
From: Commanding Officer, CG Base, St. George, SIN Y. 
To: LTJG Seymour L. TREIB, (38209) USCGR. 
Subj: Package liquor store, establishment of. 
Ref: (a) Headquarters ltr. PS file L3 dated 11 April, 1951. 

1. In accordance with reference (a), you will establish a package liquor store as 
an adjunct to the Officers’ Mess located at this unit, effective 1 May, 1952. 

2. The package liquor store will be located in compartments assigned on the 
third floor of the Administration Building adjacent to the Wardroom. 

3. In compliance with reference (a), you will be guided in the establishment 
and operation of the Package Liquor store by Bureau of Naval Personnel Regu- 
lations for Commissioned Officers’ Messes Ashore (NavPers 15782), revised, 
1951, and amplifying directives. 

4. Initial funds for establishment of the package liquor store shall be drawn 
from existing Wardroom Mess surplus account. 

5. Until further notice, Navy decalcomanias will not be required to be affixed 
upon bottle goods sold by the store. 

6. You are hereby designated Mess Treasurer-in-Charge of the package liquor 


store. 
J. Howe. 


Exursit No. 42 
GENERAL AccoUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—N Y-10 


INVESTIGATIVE SURVEY OF THE SALE oF ALCOHOLIC BEVERAGES ON GOVERNMENT 
REsERVATIONS, UnrTEp States Pusitic HEALTH SERVICE, RosEBANK, STATEN 
Istanp, N. Y. 


Investigative survey has been conducted covering the sale of alcoholic beverages 
at United States Quarantine Station, Federal Security Agency, United States 
Public Health Service, Rosebank, Staten Island, N. Y. ‘The station reverted to 
nonmilitary status effective July 4, 1952.1. Dr. Leo W. Tucker is the medical 
director in charge. 

The United States Quarantine Station officers’ club began the sale of liquor on 
April 1, 1950. Mr, John R. Monigan, administrative assistant to Dr. Tucker, 
said that the club was organized on verbal instructions of Dr, Calvin B. Spencer, 
predecessor of Dr. Tucker. 


1 Appendix A, excerpts from Federal Security Agency Bulletin No. 4-52, dated July 7, 1952. 
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PROCUREMENT OF LIQUOR 


W. O. Donald K. Bodet, treasurer of the club, is in charge of liquor procurement. 
He purchases from Renfield Importers, Ltd., National Distillers and Park & 
Tilford. A. A. Alfaro, Jr., quarantine inspector, president of the club, is in charge 
of sales and maintains the club records. No civilian or military personnel perform 
work, in the dispensing of liquor, during duty hours. 


SALES 


Liquor is sold in bottles or cases to warrant and commissioned officers assigned 
to the station. No sales are made to guests or others visiting the station. Mem- 
bership in the club is $2.50 annually, plus $2.50 initiation fee, payable in advance. 
The average monthly membership is 50. Liquor sales are conducted from a stock- 
room, approximately 128 square feet, in a small building near the administration 
building. The stockroom is open only when qualified members call to make 
purchases. The Government is not reimbursed for electric current used in the 
stockroom, as it is considered to be part of the club and the electric current con- 
sumed is estimated to be insignificant. 


FEDERAL TAX 


As of June 30, 1953, the club had not paid the $50 retail liquor dealer tax 
required under section 604 of the Revenue Act of 1950, as amended, by section 
3282, effective September 23, 1950 (T. D. 5910). In interview with officials of 
the internal revenue office, July 3, 1953, it was ascertained that the United 
States Quarantine Station officers’ club paid the tax retroactively from September 
23, 1950, or a total of $194.28, including applicable penalties. 


STATE TAX 


The New York State tax of $1.50 per gallon is paid on all liquors purchased by 
the club. The club is exempted from payment of State license fee by Bulletin 
No. 211 (Revised), dated December 4, 1951, issued by the New York State Liquor 
Authority, since the United States Quarantine Station is located on lands ex- 
clusively ceded to the United States by the State of New York. 


LOCAL TAX 


The United States Quarantine Station at Rosebank is specifically exempted from 
the payment of local license fee by section F46-12.0 (1) of local law No. 58 of 
1952, title F, chapter 46, administrative code of the city of New York. 


SALE OF BEER 


The United States Quarantine Station officers’ club, has been selling beer in 
cases since April 1, 1950, to warrant and commissioned officers assigned to the 
station. No sales are made to guests or others visiting the station. 


[Excerpts] 


FEDERAL Security AGENCcy, 
Pustic HeautH SERVICE, 
Washington 25, D. C., July 7, 1952. 
Comunissioned Corps Bulletin No. 4-52. 
To: All commissioned officers on active duty on July 3, 1952. 
Subject: (1) Reversion to nonmilitary status. 
(2) Veterans’ status. 


Following the passage of Public Law 410, 78th Congress, it became permissive 
for the President ot the United States to declare the Public Health Service a 
military service. Under this authority, on July 29, 1945, Executive Order 9575 
became effective, making tne Public Health Service a military service during the 
period of World War II. With the signing of the Japanese Peace Treaty, this 

ixecutive order automatically expired. Temporary extensions of military status 
were granted through July 3, 1952. 

With the termination of military status commencing on July 4, 1952, all 
officers on active duty through July 3, 1952, automatically become veterans, and, 
as such, are entitled to the benefits that such status entails. 
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A few benefits enjoyed by Public Health Service officers during the temporary 
military status period expired at midnight July 3, 1952. Also, eligibility of wives 
and families of deceased officers for certain benefits cannot be acquired after 
midnight July 3, 1952. The normal benefits, to which officers and their de- 
pendents are entitled under the Public Health Service Act and other laws, con- 
tinue. Officers now, or in the future to be assigned to the Coast Guard, Army, 
Navy, or Air Force, will continue to be eligible to full military benefits as hereto- 
fore, during the period of such assignment. 

* * * * * * 
Erwin C. DRESCHER, 
Medical Director, 
Chief, Dwision of Commissioned Officers. 


Exuisirt No. 43 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—LV-1 


Report OF INVESTIGATIVE SuRVEY OF SALE or ALCOHOLIC BEVERAGES AT 
WriGuHt-PatrEerRsON AtrR Force Basz, Dayton, Onto 


SUMMARY 


Spiritous liquors and wines sold on the base are purchased by the officers’ club 


from distillers and distributors with the consent of the Ohio Department of 
Liquor Control. Liquor-dispensing facilities located on the base consist of bars 
and package stores operated by the officers’ club and the noncommissioned officers 
club. Liquor is sold by the drink to members of the clubs and their guests, how- 
ever, packaged liquor is sold with limitation to members of the clubs only. Fed- 
eral retail liquor dealer tax stamps have been obtained by the dispensing activities, 
but licenses required by the State of Ohio have not been acquired. Taxes 
imposed by the Federal Government are paid, but Ohio State taxes are not paid 
on liquor, wines and malt beverages sold on the base. 

Based on information developed, revenue in the approximate amount of 
$1,626.93 per month would accrue to the State of Ohio from the sale of alcoholic 
beverages on the base. Liquor bars and package stores are operated by civilian 
employees of the clubs and airmen employed by the clubs during their off-duty 
hours. One officer is assigned to manage the liquor dispensing facilities of the 
officers’ club and the part-time services of two airmen are required in the opera- 
tion of the facilities of the noncommissioned officers club. 

No individual benefits from the purchase and resale of spirituous liquors or 
malt beverages dispensed on the base. There appears to be no Air Force regu- 
lation or directive which either authorizes or prohibits the sale of spirituous 
liquors on Air Force bases. 

INTRODUCTION 


The following investigative survey report concerns the sale of alcoholic bever- 
ages at Wright-Patterson Air Force Base, Dayton, Ohio. 

The Liquor Control Act of the State of Ohio, section 6064-1, et seq., enacted 
by the State legislature in 1933, created the department of liquor control which 
consists of a board of liquor control. The board of liquor contro! has been 
empowered to adopt and promulgate rules and regulations governing the manage- 
ment of State liquor stores established and created by the act and control the 
issuance of permits for the manufacture, distribution, and sale of beer and intoxi- 
cating liquor in the State of Ohio and to regulate and govern the conduct of any 
wholesale or retail business authorized under permits issued pursuant to the 
Liquor Control! Act. 


SOURCE OF SUPFLY AND DISPENSING FACILITIES 


All spirituous liquors and wines sold on the base are purchased from distillers 
and distributors by the Wright-Patterson Air Force Base officers’ mess; herein 
referred to as the officers’ club. Spirituous liquors and wines dispensed by the 
noncommissioned officers’ mess, referred to herein as the NCO club, are obtained 
through the officers’ club. Capt. Knox L. Booth, secretary, officers’ club, said 
that the centralized procurement of liquor and wines affords a means of control 
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over the purchase of liquor and wines and facilitates the obtaining of consent 
from the State liquor control board for the shipment of liquors and wines into the 
State. Captain Knox said that pursuant to a verbal agreement, between the 
liquor control board and the base commander, a procedure has been established 
whereby the monthly requirements of the NCO club and officers’ club are con- 
solidated on purchase orders, copies of which are forwarded to the liquor control 
board, Columbus, Ohio, which when approved by the Board, and forwarded to 
the vendors, permits the shipment of liquor and wine into the State. On liquors 
and wines purchased for the NCO club there is added an amount equal to 1 per- 
cent of the cost thereof to defray handling and adininistrative expenses incurred 
by the officers’ club. Beer and malt beverages sold by the officers’ club, NCO 
club and the post exchange, which dispenses only beer containing not more than 
3.2 percent alcohol by weight, are obtained direct from local distributors. 

The officers’ club currently operates two bars which dispense liquor and wine 
by the drink, mixed drinks and bottled malt beverages. The officers’ club also 
operates a package store which dispenses a large variety of bottled liquors and 
wines and caters to parties held at the club. The NCO club has in operation 
three liquor bars and a package store. The NCO club also furnishes liquor and 
malt beverages to military organizational parties held on the base. The post 
exchange, which dispenses only beer containing not more than 3.2 percent alcohol 
by weight, has in operation 2 carryout facilities and 3 bars. 


EXTENT OF SALES 


The officers’ club dispenses spirituous liquors, by the drink, mixed drinks and 
malt beverages, to its members, their guests and transient officers. The club 
secretary said that spirituous liquors are sold, by the drink, to military and 
civilian guests; however, civilian guests must be in the presence of their hosts. 
Captain Booth said that packaged liquor is sold only to members of the club and 
at time of sale the purchaser is required to sign a certificate ! stating that the 
liquor is for the personal use of purchaser and the purchaser is aware that the 
possession of such liquor outside the boundaries of the reservation is in violation 
of the laws of the State of Ohio. This certificate shows the name of the purchaser, 
rank, serial number, club card number, and quantity purchased. Purchases by 
club members, who reside on the base, are limited to 1 case of liquor at any one 
time whereas nonresident club members are limited to the purchase of 1 bottle 
at any one time. Captain Booth said that the certificates of the members are 
accepted without verification. 

An examination of a selected number of certificates executed in May 1953 
disclosed, generally, the quantity purchased to be 1 bottle, however, it was 
found that Capt. Robert A. Laudrille, AO—1998175, and Maj. Richard V. Wheeler, 
AO-13702A, on May 16, 1953, each purchased 4 bottles of liquor. The base 
locator file shows that Captain Laudrille resides at 209% West Main Street, 
Fairborn, Ohio, and that Major Wheeler lives at 1121 Oak Hill Avenue, Fairborn, 
Ohio. 

The sale of more than one bottle of liquor to nonresident club members was 
brought to the attention of Brig. Gen. C. Pratt Brown, commanding general, 
Wright-Patterson Air Force Base, and he said that he personally endeavors to 
exercise control over the sale of liquor at the officers’ club and believes that 
violations of the restrictions placed upon the sale of bottled liquor are very 
limited. General Brown attributed the two violations mentioned to new em- 
plovees of the club. 

M. Sgt. Frank Forray, secretary, NCO club, said that spirituous liquor, by the 
drink, mixed drinks, and malt beverages are sold to members of the club and their 
guests; however, sales to guests are made only when accompanied by a member of 
the club. Sergeant Forray said that the rules of the club limit the sale of bottled 
liquor to members of the club who reside on the base, and that generally a member 
is permitted to purchase but 1 bottle of liquor at any one time, however, on 
special occasions a club member is permitted to purchase as much as 6 bottles of 
liquor. 

Purchasers of bottled liquor are required to execute a certificate ? stating that 
they understand and will comply with applicable laws of the State of Ohio and 
that the liquor will not be resold. Examination of a selected number of certifi- 
cates indicated a minimum number of sales in excess of one bottle. 


1 Exhibit 1; certification for purchase of bottled liquor. 
2 Exhibit 2; certification for purchase of bottled liquor, NCO club, 
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Lt. Vincent Yahma, post exchange officer, said that beer is sold to authorized 
military and civilian patrons of the post exchange and there is no restriction as to 
quantity sold. Mr. R. H. Hoffman, civilian manager of the post exchange, said 
that there are approximately 150 civilian residents of the base who are authorized 
post exchange permit holders. 

Adverse impact on tax structures by evasion of required payment of licenses and tazes 

Section 6064—15, ‘Classification of permits, fees’’ of the Ohio Liquor Control! 
Act, provides in pertinent part as follows: 

“Permit D-—4: A permit to a club which shall have been in existence for a 
period of 3 years or more prior to the issuance thereof, to sell beer and any 
intoxicating liquor to its members only, in’ glass or container, for consumption 
on the premises where sold. The fee for this permit shall be $200. * * *” 

Applicable laws of the State of Ohio provide the following assessment of taxes 
on the sale of spirituous liquor, malt beverages, and beer: 


Description Tar 
Whisky, gin, brandy, etc., containing more than $1 per gallon. 
42 percent alcohol by weight. 
Wine containing more than 14 percent alcohol by $0.30 per gallon. 
weight. 
Malt beverages containing more than 3.2 percent $0.01% per 12-ounce bottle, 
alcohol by weight and not more than 7 percent. $2.50 per barrel. 


Beer not more than 3.2 percent alcohol by weight $0.0% per 12-ounce bottle 

It was found that the officers’ club and the NCO club have acquired the appro- 
priate Federal retail dealers’ tax stamps and that Federal taxes are being paid on 
liquor and malt beverages sold. These activities have not obtained State licenses 
required by cited statutes, nor do they pay the taxes imposed by applicable laws 
of the State of Ohio. Captain Booth said that pursuant to the terms of the verbal 
agreement existing between the department of liquor control and the base com- 
mander, previously mentioned, the officers’ club and the NCO club have been 
granted the privilege of buying alcoholic beverages exempt from Ohio State liquor 
tax for resale to military personnel. This agreement is mentioned in a memo- 
randum * from Lt. Col. Joseph E. Kosakowski, former secretary of the officers’ 
club, to the base commander. 

Ohio State taxes assessed on malt beverages and beer, sold on the base, are 
paid by the distributors; however, the officers in charge of the base dispensing 
facilities execute certificates declaring that the beverages purchased during the 
month were sold to military personnel and consumed on the reservation. These 
certificates are forwarded to the distributors and are used by them to obtain 
refunds of the taxes paid to the State. 

Mr. Paul P. Myers, assistant chief, division of liquor purchasing, department 
of liquor control, State of Ohio, Columbus, Ohio, said that Mr. Frank A. Hunter, 
former assistant director, department of liquor control, participated in discussions 
with representatives of Wright-Patterson Air Force Base concerning the sale of 
tax-exempt spirituous liquor at the base and that he should be familiar with any 
agreement existing between the department and the base commander, Wright- 
Patterson Air Force Base. Mr. Myers said that it was the opinion of the depart- 
ment that the State had no jurisdiction over the air base located at Dayton, Ghio, 
and therefore could not exercise any control over the sale of liquor at the base. 
Mr. Myers said that it would be possible for the military at the base to ship 
liquor to the base, in bond, and thereby obviate the necessity of the military 
obtaining consent from the department to ship liquor into the State. Mr. Myers 
said that he was of the opinion the State was losing revenue by the sale of tax- 
exempt liquor at the base; however, the department has never endeavored to 
devermine the amount. Mr. Myers exhibited records of the department which 
show that during the month of May 1953 the officers’ club purchased 657 cases 
of spirituous liquor. 

Mr. Frank A. Hunter, attorney at law, Columbus, Ohio, said that while assistant 
director, department of liquor control, he had discussed the importation of State 
tax-exempt liquor with representatives of the officers’ club, Wright-Patterson 
Air Force Base and the sale thereof to members of the club and that a procedure 
had evolved whereby the department would consent to the shipment of such 
liquor into the State. Mr. Hunter said that it was his opinion that the State of 
Ohio had no jurisdiction over the military reservation at Dayton, Ohio, and 
therefore could not control the sale of liquor at the base. Mr. Hunter said that 
it was understood that liquor purchased by the officers’ club was to be sold only 


§ Exhibit 3; extracts from memorandum to General Brown, dated February 2, 1953. 
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to military personnel on active duty and was to be consumed within the bound- 
aries of the reservation. Mr. Hunter said that no violation of this understanding 
came to his attention during his tenure of office which was concluded in April 1953. 

General Brown was informed of the approximate monthly consumption of 
alcoholic beverages on the base and he said that it did not appear to be excessive. 
Based on the above information he estimated the average monthly consumption 
per officer assigned to the base to be approximately one-fifth gallon. 

The following schedule, prepared from information obtained from the activities 
listed, shows the approximate monthly sale of liquor, wines, malt beverages and 
beer, and the approximate revenue that would have accrued to the State of Ohio: 


Schedule of approximate sales and taxes 


. aida i! 
— NCO club selina | Total sales | Tax rate Total tax 





Liquor—fifths: | | 
Bar bétidotNos — | / sol 2, 233 $0. 20 $446. 60 
Package ‘tig oe i S | } | 3, 490 . 20 698. 00 
Wine—fifths: | 
Bar | 07 318 . 06 19. 08 
Package... . eb 542 | BD tux ‘ 554 t 33. 24 
Malt beverage: | 
Case ‘ | 825 . 36 297.00 
1% barrel_- 5 61 . 25 76. 26 
Beer: Case - - . wa | 473 i 56. 76 


Total. Bie ; a - 1, 626. 93 


The officials in charge of the activities said that the above represented a normal 
month’s business. Information furnished by the officers’ club is applicable to 
the month of April 1953. Sales applicable to the NCO club were abstracted from 
requisition documents processed during the month of May 1953 and information 
applicable to the post exchange covers the month of May 1953. 

A comparison of current prices charged by the officers’ club, NCO club, and 
State liquor stores, for frequently purchased liquor, is as follows: 


| | 
| 


Officers’ State 
club stores 


Brand | NCO club | 


$3. 50 $3. 35 $3. 78 
30 3. 30 
. 80 | 4.75 | 5. 09 
85 4.85 | 5.14 
05 | 3.05 g 
20 3. 30 3. 56 
00 5.00 5, 26 
05 3. 05 q 
35 4. 25 
30 3. 35 | 3. 46 
4 
3 
5 
4 
2 


Jim Beam wand 
Seagrams Seven Crown 
Canadian Club 
Seagrams V. O-... 
Imperial 

Echo Springs 

White Label. -_. 

Old Thompson. .- 
Ancient Age 
Sunnybrook 

Kentucky Tavern. --..--. 
Calvert Reserve - - 

Old Grand Dad... 
Bonded Beam. __-- 
Walkers Gin. -- 


Or GO Oo am um Oo So 


on 


90 90 5. 28 
40 35 3. 47 
75 10 4. 24 

86 
. 80 2. 87 


Or Oe & CO & Co 


5 
60 
80 


nu 


Lt. Rollin H. Teare said that prices of liquor sold in the officers’ club are 
established on an anticipated 16-percent gross profit. Sgt. Frank Forray said 
that the prices of liquor sold by the NCO club are determined by the board of 
governors based on an anticipated gross profit of 15 percent. Section 6064-3 of 
the Ohio State Liquor Control Act permits the department of liquor control to 
establish retail liquor prices based on an anticipated gross profit not to exceed 
30 percent. An official of the department said that the current anticipated gross 
profit is approximately 28 percent and that all profit derived from the operation 
of the State liquor stores is paid into the State treasury. 


GOVERNMENT OPERATIONAL COSTS 


Officer personnel currently assigned to the officers’ club consists of Capt. 
Knox L. Booth, secretary, and 2d Lt. Rollin H. Teare, assistant secretary. 
Captain Booth said that a very limited amount of his time is devoted to the 
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administration and operation of the liquor bars and package store inasmuch as 
such duties have been assigned to Lieutenant Teare. Lieutenant Teare estimated 
that from 50 to 65 percent of his official duty time is required for the management 
of the liquor-dispensing facilities of the club. Lieutenant Teare said that civilian 
employees of the club and enlisted men employed by the club during their off-duty 
hours operate the liquor bars and package store. : 

Records of the base finarrce office show the monthly pay and allowances of 
Lieutenant Teare to be $227.30 and $47.88, respectively. Lieutenant Teare has 
been assigned public quarters. 

Following is a roster of airmen assigned to the NCO club: 

M. Sgt. Frank Forray, secretary. 

M. Sgt. John Klinestuber, mess superintendent. 

S. Sgt. Alfred P. Moran, office manager. 

Alc. Phillip MacMurray, stock record clerk. 

T. Sgt. George MacFarland, general superintendent. 

Sergeant Forray said that Airman first class MacMurray and Sergeant Mac- 
Farland are concerned with the operation of the liquor bars and the package store 
and that approximately 1 hour of their time each day is devoted to such work. 
Sergeant Forray said that airmen, during their off-duty periods, are employed by 
the NCO club to operate the liquor bars and the package store. 

General Brown said that the only military position authorized for the operation 
of the NCO elub is that of secretary. General Brown said that the other airmen 
currently detailed to the NCO club are surplus and that no effort has been made 
to retain them. 

Lieutenant Yahma, post exchange officer, said that a very small percentage of 
his official duty time is occupied in the management of the beer-dispensing facil- 
ities operated by the exchange and that the actual operation of such facilities is 
conducted by civilian employees of the exchange. 


BENEFITS TO INDIVIDUALS FROM PURCHASE AND RESALE OF ALCOHOLIC BEVERAGES 


Spirituous liquors sold on the base are purchased by the officers’ club direct from 
distillers and distributors, with the consent of the State department of liquor 
control. This procedure appears to preclude the possibility of an intermediate 
agency or individual from realizing a profit from the purchase and resale of 
spirituous liquor to liquor dispensing activities located on the base. 


AUTHORITY FOR SALE OF LIQUOR ON THE BASE 


Lt. Col. G. G. Gilbert, staff judge advocate, and Col. J. L. Sullivan, chief, 
directorate of base support, Wright-Patterson Air Force Base, said that they had 
no knowledge of any Air Force regulation or directive which either authorizes or 
prohibits the sale of spirituous liquor on an Air Force base. Air Force Regulation 
176-10 authorizes the post exchange to sell tax-free beer to permit holders. 

(Exhibits 1 and 2 are submitted with the original of this report and no copies 
are available for submission with this copy of the report.) 


JUNE 3, 1953. 

This copy of excerpt taken from memorandum to Brig. General C. Pratt Brown, 
Commanding General, Wright-Patterson Air Force Base, Dayton, Ohio, from Lt. 
Colonel Joseph E. Kosakowski, dated February 2, 1953: 

“(a) Strate or Onto Liquor Tax: By mutual agreement between the Ohio 
Department of Liquor Control and the WPAF'B Officers’ Mess, the Officers’ Mess 
is granted the privilege of buying alcoholic beverages exempt from the Ohio liquor 
tax for resale in bulk and by the package unit. This exemption was granted only 
to members of the military establishment. In fact one of the provisions of the 
subject agreement is that each request to the Ohio Department of Liquor Control 
for consent to purchase liquor will be certified to by the Mess Secretary as follows: 
‘I certify that the merchandise requested will be consumed by members of the 
military and naval establishments on a federally owned reservation.’ On a num- 
ber of occasions a representative of the Ohio Department of Liquor Control has 
stressed that any sale of alcoholic beverages to any civilian by the WPAFB Officers’ 
Mess would be a deviation from the present agreement and would result in the 
loss of Ohio State Tax exemption on liquor purchases by the Officers’ Mess.’ 


JosepH E. KosaKkowskI, 
Lt. Colonel, USAF, 
Mess Secretary. 
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Exuipit No. 44 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152-SE-1 


Report oF INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES ON 
THE Air Bass, 503p Arr Derense Group, DEPARTMENT OF THE AIR Forcpr. 
PoRTLAND INTERNATIONAL AIRPORT, PORTLAND, OREG. 


PROCUREMENT AND SALE OF LIQUOR 


The State of Oregon maintains a monopoly, by law, on the wholesale procure- 
ment of liquor in the State with the exception of that purchased for use on Gov- 
ment reservations. The State authorizes military activities to make direct pur- 
chases of liquor from wholesale dealers and issues permits for each purchase upon 
request. (See p. 4.) 

Until May 19538, the liquor for use in both the officers’ and the’noncommissioned 
officers’ clubs was purchased through the officers’ club to furnish better command 
control over the liquor purchases. The Bureau of Internal Revenue questioned 
the practice as it constituted a wholesale operation between the clubs that would 
require an additional tax stamp although there was no profit in the transaction. 
The Bureau has not rendered a ruling as to whether the club will be held liable for 
the additional tax stamp; however, it appears unlikely that any further action 
will be taken as the practice has been stopped. 

Liquor, other than beer, is dispensed only through the officers’ and noncom- 
missioned officers’ clubs by the drink and there are no bottle sales. 

Beer is purchased from wholesale dealers directly by the officers’ and noncom- 
missioned officers’ clubs and by the post exchange, each organization paying the 
distributors directly for the beer. 


EXTENT OF SALES 


Membership of both the officers’ and the noncommissioned officers’ clubs con- 
sists of active (active-duty Air Force personnel) and associate (inactive Air Force 
and active and inactive personnel of the other branches) members. The associate 
members are required to have rank or ratings equivalent to the active-duty Air 
Force members. 

Each club maintains membership rolls and dues are charged according to the 
bylaws. As of April 30, 1953, the officers’ club had 122 active members and 139 
associate members. As of the same date, the noncommissioned officers’ club had 
a total of 434 active and associate members; however, there was no breakdown 
available as to the number in each category. 

Active and associate members may bring guests to their clubs and identification 
is usually checked; however, during rush periods patrons may not always be too 
closely identified for membership. 

Beer is sold by the bottle to those eligible to make purchases at the post exchange 
cafeteria, but bulk sales are restricted to military personnel having Commissary 
privileges. 

ADVERSE IMPACT ON TAX STRUCTURES 


Federal tax on beer and liquor-dispensing activities is currently paid. The 
officers’ and noncommissioned officers’ clubs each pay $50 annually and the post 
exchange, dispensing only beer, pays $22 per year. 

The State of Oregon requires commercial bars and private clubs, other than 
those of the Armed Forces on Government reservations, to purchase liquor from 
State-owned stores. The price of the liquor sold at these stores is marked up to 
furnish revenue to the State. The extent of the liquor markup varies according 
to brand and kind, but it averages about 48 percent on the wholesale cost. Bot- 
tled beer is taxed by the State of Oregon at a rate approximating 9 cents per 
24-bottle case and $1.30 per barrel on draft beer. The State also requires a license 
to operate a dispensing activity, which, if applicable, would be $100 annually on 
each of the activities. License and taxes imposed by the city of Portland would 
not be applicable as the reservation is outside the city limits. There follows a 
schedule to show quantities of liquor and beer purchased and the tax impact if 
the activities were required to pay the same as an equivalent commercial or 
private club activity: 
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Potential 
State 
revenue 





Liquor purchases: | 
Calendar year 1952 il a ail 3 ----| 1 $23,201.15 2 $11, 136. 55 
Average per month 1952. __ y : | 1, 933. 43 | 928. 05 
Ist quarter 1953 i ‘ : 13, 465. 41 | 1, 663. 40 
Average per month Ist quarter 1953. ee m,’ Luk 4 | 554. 47 

Beer purchases: 
Ist quarter 1953 

1,111 cases 
78 half-barrels 


Total 
Average per month Ist quarter 1953 
State license—$100 annually, each activity ___- 


Potential annual loss to State of Oregon: § 
Liquor markup 48 percent Foes eee eT ee ee ae 6, 653. 60 
Beer tax, 9 cents per case, 65 cents pe r half-barrel__ paell~enakibeciol 602. 76 
State license . " edetsetintani alan ter i < 300. 00 





Total potential annual loss. ...........-- ates Jasapiin bbe ubdee ch abd ceslal nal 7, 556. 36 
Tota] potential monthly loss_........._- uadame>enenileewenr dae | : 629, 69 


1 Value of liquor purchases decreased materially since 1952 due to reduction in number of personnel as- 
signed to the base. 

2 Markup on liquor approximates 48 percent of wholesale cost. 

3 State tax on bottled beer, approximately 9 cents per case. 

4 State tax on draft beer, 65 cents per half-barrel. 

5 Based upon average operations, lst quarter 1953. 


COST TO GOVERNMENT FOR CLUB AND EXCHANGE OPERATIONS 


The officers’ club is operated by Air Force personnel except for one civilian 
employed as a bookkeeper, who is paid from nonappropriated funds. Air Force 


personnel utilized by the club on Government time include: 
Monthly 
pay and 


1 a lieutenant—about 85 percent of time chargeable to club activities e/owances 
(85 percent of $415) insects -. $352. 75 
1 airman 2c.—full-time assigned ‘duty 98. 00 


1 airman 1c.—full-time assigned duty - 


Total monthly pay and allowances 


Airmen confined as a result of disciplinary action are utilized part time during 
the day to clean the club building. Airmen are also hired during off-duty hours 
to work as bartenders and waiters and are paid from nonappropriated funds. 

The noncommissioned officers’ club is operated by Air Force personnel except 
for one civilian bookkeeper and one part-time janitor, who are paid from non- 
appropriated funds. Air Force personnel utilized by the club on Government 
time are: 

Monthly 
ay and 
allowances 
1 technical sergeant—full-time assigned duty 
1 airman 2c.—full-time assigned duty 


Total monthly pay and allowance expense 


Air Force personnel are hired during off-duty hours to serve as bartenders, 
waiters, and entertainers and are paid from nonappropriated club funds. 

The captain, who is the post exchange officer, has other military duties which 
occupy most of his time. No other military personnel are assigned to duty there, 
although a few are hired part time during off-duty hours and are paid from ex- 
change funds. 

Pay and allowances of Air Force personnel assigned to club operations on 
Government time are about $1,274.75 per month. This includes all club activities 
and is not confined to liquor and beer dispensing. 

All buildings utilized in the club operations are Government-owned. Also, 
each club has a minor amount of Government-owned equipment on custody 
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receipts. Utilities, alterations, and general repair furnished by the Government 
are reimbursed in accordance with charges made by the air installations and 
communications officers. 


BENEFITS TO OFFICERS AND EMPLOYEES IN CLUB OPERATIONS 


Liquor for use in the officers’ and noncommissioned officers’ clubs is purchased 
directly from wholesale distributors rather than from the Oregon Liquor Control 
Commission, It is the responsibility of the wholesalers to secure a permit from 
the Oregon Liquor Control Commission to cover each sale; however, it has not 
always been done. The commission recently questioned deliveries by one whole- 
saler that were made without first securing a permit. It was the opinion of the 
executive officer that this situation has been corrected and that wholesalers are 
aware of procedures to be followed in the future. Copies of permits on file with 
the Oregon Liquor Control Commission were verified with purchase orders re- 
tained by the club for a representative period and no discrepancies were indicated 
other than those of which the commission and responsible officials of the air 
base were cognizant. 

Examination of stock-control procedures and security measures employed by 
the club disclosed no apparent means for any individual to derive personal venefit 
without being detected. It may be possible, however, for wholesalers to make 
gratuitous deliveries of small quantities of liquor to club employees, but no in- 
stance was discovered where this had been done except when such liquor was 
included on the invoice as a “no charge” item. ‘‘No charge” items were thus 
taken into stock for the benefit of the club. 


AUTHORITY FOR THE SALE OF LIQUOR ON THE RESERVATION 


Sale of malt beverages on the reservation is provided by Air Force Regulations.' 
Specific authority for the sale of alcoholic beverages other than beer was not 
found in the regulations, but the regulations do provide for a board of governors 
to specify the activities of a mess,? and under such authority permission was 
granted to sell liquor. 

Malt beverages and liquor sold at the base are specifically exempt from Oregon 
taxes by State law. The law specifies that the liquor or malt beverage shall be 
sold by a voluntary nonincorporated organization of the Army, Air Corps, or 
Navy pursuant to regulations promulgated by the proper authority and that ro 
State tax shall be levied on such beverages. 

The authority for selling beer in bulk quantities, not exceeding two cases, for 
off-base consumption was questioned by the attorney for the Oregon Liquor 
Control Commission. While State regulations do not specifically prohibit the 
sale of beer for off-base consumption, the attorney questioned the interpretation 
of the Air Force regulations under which the bulk sale is made. Air Foree regu- 
lations prescribing conditions of bulk sale‘ specifically prohibit civilian employces 
residing on the reservation from removing State tax-free beer from the military 
reservation, but they are not specific with respect to the removal of the beer from 
the reservation by military personnel. Inasmuch as there is only one set of family 
quarters on the reservation, beer destined for bulk sale in the post exchange will 
almost without exception be removed from the reservation. 

The manager of the post exchange, where bulk sales are made, contends that 
such sales to Air Force personnel are legal and are being made by the post exchange 
service throughout the United States. 

If State tax was assessed on beer destined for consumption off the reservation, 
it would amount to only $13.05 on all of the beer procured by the post exchange 
for bulk sale during the first quarter of 1953. 


1 AFR 176-10. 

2 AR 210-60, sec. 14, e, (1) and AFR 176-11, sec. 13, e (2). 

3 Sec, 24-303, Liquor Control Laws and Regulations, State of Oregon. 
4 AFR 176-10, sees. 1-8. 





1430 COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 


Exursit No, 45 


GENERAL AccOUNTING OFrFricB, OFFICE OF INVESTIGATIONS 
Report No. I-18152—PH-1 


Report or SuRVEY OF THE SALE or ALCOHOLIC BEVERAGES, CARLISLE BARRACKs, 
CARLISLE, Pa. 


Carlisle Barracks is under the jurisdiction of the Department of the Army. 
Liquors and wines are bought and dispensed under a central locker system ! 
administered by a central locker officer. The Pennsylvania Liquor Control 
Board has no regulatory or tax jurisdiction over the purchases, sales, or deliveries 
of alcoholic beverages on the post.2, The regulatory power is exercised by the 
post liquor control board. 

Liquors and wines are bought from distillers by the central locker officer, on 
orders given through collect telephone calls, by sublocker officers of the officers’ 
and noncommissioned officers’ clubs and other authorized personnel, for on-the- 
post consumption. The orders are limited to less than 5 wine gallons each to keep 
within that allowed for the minimum yearly Federal tax of $50. This tax is paid 
by the officers’ and noncommissioned officers’ clubs and post exchange; however, 
only beer is sold by the latter. 

The central locker officer distributes and accepts new orders for wine and liquor 
Tuesday and Thursday from 4to6 p.m. _ Beer is purchased by sublocker officers 
and the post exchange from local distributors who accomplish tax-exemption 
certificates to cover the Pennsylvania State tax of 24 cents a case on 12-ounce 
and 16 cents a case on 7-ounce bottles. Bottled beer is sold over the bar to 
authorized post and transient military personnel and in case lots and 6 bottle 
cartons by the post exchange. 

Liquor is dispensed at the officers’ club under the “‘bottle’’ club plan and sold 
at the noncommissioned officers’ club under the liquor club plan whereby any 
member may purchase liquor by the ‘‘shot.”’ 

Payment of State or local taxes has not been evaded. The Commonwealth of 
Pennsylvania exempts all alcoholic beverages from payment of taxes on purchases 
and sales on land ceded to the United States. Carlisle Barracks was ceded in 
1937.3 

All purchases of liquors, wines, and cordials in Pennsylvania are required to be 
made from State liquor stores. Prices to dealers are at cost plus 62.8 percent 
markup on liquors and 57.3 percent on wines, less a discount of 16% percent. 
Since the liquor-dispensing activity at Carlisle Barracks is exempted from the 
above requirement, Pennsylvania loses about $29,000 a year in revenue. 

The cost of operation of dispensing activities on the post is approximately 
$114 a month. 

No evidence was found that any Federal officers or employees benefited from 
the sale of alcoholic beverages on the post. 

W. O. (jg.) Steve A. Homza, central locker officer, said that the authority for 
the sale of alcoholic beverages on the post is derived from AR-210-10, section 9, 
paragraph 39. 


Exursit No. 46 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—-PH-2 


Report or SuRVEY OF THE SALE oF ALcoHOLIC BrvEeRAGES, UNITED STATES 
Nava Basz, PHiLapELPHtIA, Pa, 


The introduction, possession, use, and sale of alcoholic beverages at the United 
States Naval Base, Philadelphia, Pa., is covered by article 1269, United States 
Navy Regulations, 1948, and Navy Department General Order No. 15, dated 
November 4, 1948.1 The commandant, Fourth Naval District, issued NavBase- 


1 Appendix 1. 

2? Appendix 2. 

3 Appendix 2, p. 3. 

4 Appendix 3. 

1A ppendix A and B. 
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Phila Instruction 5000.1, dated February 6, 1952, to supplement the foregoing.? 
The survey covered the sale of alcoholic beverages by the following activities. 


COMMISSIONED OFFICERS’ MESS (OPEN) 


The purchase and sale of alcoholic beverages is in accordance with NavPers 
15847, Manual for Commissioned Officers’ Messes Ashore, 1952, chapter 10, and 
instructions issued by the commandant, Fourth Naval District.2 Liquor and 
beer are purchased directly from distillers and wholesalers and delivered by them 
to the mess. Purchase orders in the name of the mess are signed by the mess 
manager, a civilian, and payments are made monthly from mess funds. No 
purchases are made for individuals. 

Bar sales are for consumption on mess premises and are by means of chit books 
(no cash sales) which can be purchased by members only. Guests are served, 
but the drinks must be purchased by members. No other persons are served. 

A package liquor store is operated by the mess. The store and the bulk store- 
room are physically set apart from the bars (two). A civilian mess employee 
operates the store. Individual sales to authorized patrons are limited to less than 
5 wine gallons each to keep within the prsscribed limits of the Federal retail 
liquor dealers tax. Package store sales are limited to authrized mess members, 
comprising commissioned personnel on active duty or retired with pay. Identi- 
cation is by mess membership cards and Armed Forces identification eards. A 
sales slip is prepared for each sale of alcoholic beverages, which must be signed 
by the purchaser and contains the following printed statement: 

“T hereby agree that the alcoholic beverages purchased by me from (name 
of mess, location) will not be resold or exchanged, and will not be transported 
off the property over which the Navy has jurisdiction except in accordance 
with the laws of the State, district, Territory,’or country into which said aico- 
holic beverages are removed, and then only when permitted by the cog- 
nizant authority.” 


Signed File No 


Commander C. M. Grassino, assistant district supply officer, is the mess treas- 
irer. He said that the only Government time he spends in connection with 
liquor dispensing is to sign checks to vendors, but that this was mainly done 
during off-duty hours. No officer or enlisted personnel are employed during 
official duty hours. Purchases and sales by the bar and package store for an 
11-month period were as follows: 


Package store 


Purchases Sales Purchases Sales 





$2, 616. 18 $8, 694. 40 
3, 754. 26 10, 000. 20 
5 10, 160. 35 

10, 771. 55 

13, 609. 70 

10, 283. 20 


10, 155. 60 
10, 936. 50 
10, 938. 60 
11, 362. 70 
5, 489. 14 12, 955. 10 
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CHIEF PETTY OFFICERS’ MESS (OPEN) 


Approval was granted June 16, 1948, by the commandant, Fourth Naval 
District for the sale of alcoholic liquor in the chief petty officers’ mess (open).* 
Purchases of alcoholic beverages are made directly from distillers and wholesalers 
and delivered by them to the mess. Purchase orders in the name of the mess are 
signed by the mess secretary-treasurer, George V. McKinley, CSC, USN, whose 
mess duties are his official full-time assignment. Payments are made from mess 


2 Appendix C. 
3 Appendix D. 
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funds. Sales are of individual drinks only, for consumption on the mess premises. 

Sales are restricted to chief petty officers (members), master sergeants of the 

Army (Associate members) and retired chief petty officers in a pay status. Guests 

of members cannot purchase drinks. The pay record of George V. McKinley, 
CSC, USN, showed his monthly pay and allowances as follows: 


Base pay -_.-_-- oe Se ane ate ei a “4 ..--.- $236. 96 
BAQ ; : Lape ie , 77. 10 
Clothing ; mh ‘ ‘ 8 £ 6. 00 
Commuted rations _- eae 5 ; Le ap 36. 20 


356. 5 


Twenty-five percent of the official time of McKinley was estimated to be spent 
in the management and general operation of the liquor-dispensing activities. 
No other officer or enlisted personnel work at the mess on Government time 
Purchases and sales of alcoholic beverages for a 12-month period were as follows: 


| Purchases Sales Purchases | Sales 
1952 1953 
July $4, 209. 47 $6, 251. a January $3, 116. 63 $4, 527.45 


August 3, 674. 66 5, 911. February 3. 154. 89 | 4, 832. 04 
September. .2...-. 3, 100.01 4, 882 69 March 4, 225. 06 5, 981. 02 
October... ... 2, 384. 28 5, 106. 81 April . c . 02 4, 746. 58 
November___. 2, 984. 86 6, 245. 31 May > 4, 945. 44 


| 


December 4, 303. 86 | 8, 361. 94 June 2 974. 61 6, 190. 64 


NAVY EXCHANGE BEER HALL 


Bottled and draught beer of commercial strength is purchased by the Navy 
exchange, directly from brewers and distributors, who deliver it to the Navy 
exchange building. Payments are fromexchange funds. No purchases are made 
for individuals. Sales are made only to active-duty enlisted personnel of the 
Navy in uniform for consumption on the beer hall premises. No officer or enlisted 
personnel are employed during official duty hours. Purchases and sales for a 
12-month period were as follows: 


Purchases Sales | Purchases 





1952—July - -....- is $1, 758. 74 $2, 262.72 ||1953—January 


2 
August 1, 437. 52 1, 968. February... 
September_.........| 1,317.09 1, 859. 75 March- 
October - -- | 1,499.28 2, 042. April 
November......---- 1, 865. 59 2, 433. 2 May 
December -.-| 1,802.33 2, 715. 64 |) June... 


COMMISSIONED OFFICERS’ MESS (CLOSED) 


The commissioned officers’ mess (closed) operates a small bar at Building 619, 
naval base, and a bar at Navy-leased premises at 1425 Snyder Avenue, Phila- 
delphia, Pa. The latter facility houses about 110 naval officers, and is located 
about 244 miles from the naval base. The bar at Building 619 serves only bottled 
beer, while beer and liquor are served at the Snyder Avenue location. Liquor 
is purchased by the mess from the Pennsylvania State liquor store and State 
taxes are paid. Beer is purchased from distributors and State taxes are said not 
to be paid. Payments are from mess funds. No purchases are for the account 
of individuals. Sales are for consumption on the premises and limited to residents 
(officers). Guests are served, but residents must purchase the drinks. Sales 
are for cash only. First Lt. Edwin Johnson is the mess treasurer and officer in 
charge. His pay record showed his monthly pay and allowances as follows: 


$289. 00 


Nh ea us 


Lieutenant Johnson estimated that 15 percent of his official time is densi to 
the management and general operation of liquor dispensing activities. No other 
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service personnel are employed during official duty hours. Purchases and sales 
for a 12-month period were as follows: 


Purchases Sales Purchases Sales 


1952—July . $778 32 $897.07 | 1953—January $221. 27 $423. 74 
August .. 505. 96 602. 99 February 273. 84 301. 83 
September 342. 90 504. 81 March m= 450. 42 462. 15 
October ks 304. 05 468. 93 April 1, 014. 58 696. 47 
November 309. 63 396. 89 May 730. 98 858. 14 
December 289. 25 412. 44 June 625. 20 1, 090. 00 


The above figures from July 1952 through March 1953 are for Building 619 
only; from April 1953 through June 1953, both locations are included. 

The commissioned officers’ mess (closed) is not connected with the commis- 
sioned officers’ mess (open), previously discussed. 


BEER BAR-——MARINE CORPS EXCHANGE 


The Marine Corps exchange, Marine Barracks, Naval Base, Philadelphia, Pa., 
operates a beer bar. The beer is purchased directly from distributors and de- 
livered by them to the exchange. Payments are from exchange funds, and no 
purchases are for individuals. Sales, over-the-bar only, are made to all military 
personnel on active duty. Guests of military personnel are served, but cannot 
order or pay for drinks. Sales are on a cash basis. 

First Lt. James F. Benz, is the exchange officer in addition to other assigned 
duties. An exchange civilian employee handles the beer purchase records. 
Lieutenant Benz signs the checks in payment to distributors and executes the 
remainder of State exemption tax certificates furnished by distributors. His 
official time in this connection was considered negligible. No other officer or 
enlisted personnel are employed during official duty hoyrs. The cost of beer 
purchased for the last 12 months follows: 


1952— 1953— 
$2, 268. 40 January $2, 467. 80 
1, 892. 15 February 3, 009. 60 
September 1, 837. 54 2, 957. 25 
October 2, 063. 70 2, 054. 25 
November 1, 706. 30 2, 799. 55 
December 2, 248. 03 2, 106. 85 


Beer sales figures were not obtained since soda fountain and bar sales are not 
kept separately. Lieutenant Benz said that a case of beer costs $3.56 and is sold 
for $4.80 (20 cents a can) for o gross profit of $1.24 a case. 

The Federal alcoholic liquor tax and the Federal malt liquor tax are paid on 
alcoholic beverages purchased by the above activities. Federal retail liquor 
dealers stamps or Federal malt liquor dealers stamps were on display as required. 
There was no evidence that any Federal officer or employee improperly benefits 
from the purchase and sale of aleoholic beverages. 

No State or local taxes are paid with the exception of those paid by the com- 
missioned officers’ mess (closed) on liquor purchases at the Pennsylvania State 
Liquor Store for consumption at 1425 Snyder Avenue. In Formal Opinion No. 
478, dated October 6, 1943, by the attorney general of the Commonwealth of 
Pennsylvania, it was recognized that the United States Navy Yard (now Naval 
Base) at Philadelphia is owned by the United States, that by the act of March 
29, 1827, Public Law 153, the Commonwealth of Pennsylvania ceded jurisdiction 
over that territory to the United States, and that the Pennsylvania Liquor Con- 
trol Act and the beverage license law do not apply in the territory embraced by 
the United States at the navy yard at Philadelphia. A local official of the Penn- 
sylvania Liquor Control Board said that this policy is still in effect. State taxes 
and license fees are as follows: 


.....---- $1 proof gallon. 
$0.20 gallon. 
$0.02 quart. 


Club liquor license 
Beer license 


85810—54—pt. 8—-—30 
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The State official evinced no concern that State taxes were not being paid. An 
official of the city of Philadelphia, license bureau, said that no city taxes are 
assessed on activities located on property of the United States. 

Inquiry failed to disclose any Government reservations other than military at 
which alcoholic beverages are sold. Mr. Francis V. Wills, investigator-in-charge, 
of the local United States Treasury Alcoholic Tax Unit, said that to his knowledge 
there are no such activities in the area covered by our office. 


Exurpit No. 47 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—-NY-1 


Report OF INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES 
oN GOVERNMENT RESERVATIONS, UNITED States Navat Station, New- 
Port, R. I. 

INTRODUCTION 


This report covers a survey of sales of alcoholic beverages at the United States 
Naval Station, Newport, R. I., undertaken at the request of the Intergovern- 
mental Relations Subcommittee of the Committee on Government Operations, 
Hon. Cecil M. Harden, chairman. 


RHODE ISLAND STATE LIQUOR CONTROL ADMINISTRATION 


Visit was made to the offices of the Rhode Island Liquor Control Administration, 
Providence, R. I., to determine the procedure of liquor control and the attitudes of 
the administrators on the matter of liquor sales at military posts. 

All liquors imported into the State of Rhode Island are consigned to a licensed 
wholesaler or distributor. These importers must affix to each bottle of liquor a 
State tax decal, which is prenumbered and purchased from the offices of the liquor 
control administration. The liquor control administration has administratively 
exempted all military reservations from the payment of the State liquor tax. 
This is accomplished by the wholesaler having his bill signed by the military 
officer receiving the liquor and submitting the bill with a petition to the control 
administration, requesting a refund for the State tax decals he had previously 
affixed to the bottles of liquor he has sold the military installation. 

Statistical records at the Rhode Island Liquor Control Administration shows 
the following State tax losses through sales of liquors to armed services installa- 
tions in the State, namely, Navy installations at Newport and Quonset, R. L.: 


License year Dec. 1, 1951, to Dec. 1, 1952 


1, 684. 80 gallons. 

16, 816. 65 gallons. 

3, 868. 80 gallons. 

856. 80 gallons. 

Brandy 409. 80 gallons. 
Cordials 813. 75 gallons. 

24, 450. 60 gallons at $1.50 per gallon. 
aN ee a al eae 4, 182. 73 gallons at $0.20 per gallon. 
SN NE i ne on teed 616. 99 gallons at $0.25 per gallon, 

243, 508. 46 gallons (at various rates), 


The total State tax loss from the sale of liquor and wine amounted to $37,666.60, 
while the State tax loss from the sale of beer amounted to $8,158.18 for the license 
year December 1, 1951 to December 1, 1952. 

In addition to the above tax exemptions granted to military installations by 
the State of Rhode Island, exemption is also granted from the purchase of retailers’ 
licenses. No determination has been made by the State liquor control administra- 
tion as to what type of dispensing license would be required by a sales agency on 
a military installation so that no definite figures as to fees could be obtained. It 
is noted that the license fees range from $300 to $1,500 per year, dependent upon 
the type of establishment. 

The attitude of the State liquor control administration seems to be that there 
is no objection to tax exempt sales to military personnel, however, there is objec- 
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tion to the admittance of civilians to the various military clubs to obtain tax-free 
liquor for consumption. There is no law in the State of Rhode Island granting 
tax exemption for military installation in their sale of alcoholic beverages, the 
exemption allowed being based on an administrative ruling by the liquor control 
administration. 

OFFICERS’ MESS—(OPEN) ! 


The commissioned officers’ mess (open) employs a civilian manager to operate 
the facilities. The manager is under the general jurisdiction of the commanding 
officer of the station and the treasurer of the mess. 

The mess employs 71 full-time and 20 part-time civilian employees. These 
employees are paid from the mess funds. In addition to the civilian employees, 
enlisted men are employed during off-duty hours, to help out on “‘bingo nights,” 
at the rate of $1 per hour. There is also the mess treasurer, on collateral duty, 
who spends approximately 2 duty hours per day on all phases of the mess 
activities. 

The officers’ mess (open) has two types of membership, regular and associate.? 

The regular membership is extended to commissioned officers of all armed 
services and foreign nations on active duty or on the retired list with pay and to 
officers of the United States Coast Guard, Geodetic Survey, and the United 
States Public Health Service on active duty. As of June 19, 1953, there were 
2,458 regular members. 

A regular member is entitled to all privileges of the mess, including the right to 
bring in a reasonable number of guests, and, in addition, the privilege of purchasing 
at the package liquor store. 

The associate membership is extended to Reserve and inactive duty commis- 
sioned officers living on Aquidneck Island, Fleet Reserve personnel, widows of 
commissioned officers receiving pensions, members of the uniformed paid profes- 
sional staff of the Red Cross assigned for duty at the station, dependents of all 
personnel above, and civilian instructors engaged in official business at the naval 
schools located on the base. As of June 19, 1953, there were 1,546 associate 
members, including dependents. 

The associate members are entitled to all mess privileges, except the purchase 
of package liquors, and they are limited to a maximum of four guests. 

“he package liquor store hours are Monday to Friday, 12:15 to 18:30, Saturday, 
09:30 to 14:00, closed Sundays and holidays. The bar is open daily 16:00 to 24:00, 
Wednesday, 12:00 to 24:00, Saturday, 12:00 to 01:00, and Sunday, 12:00 to 23:00. 

All of the package liquors and beer are purchased from local distributors, on a 
purchase order form, Nav. 8. and A. Form 48,3 which is made out by the civilian 
manager and countersigned by the mess treasurer (commissioned officer). 

Sales for 1953, up to May 31, are as follows: 


Month Bar sales | Package sales 


$8, 648. 58 $16, 006. 66 
13, 050. 32 18, 803. 33 
17, 901. 30 22, 328. 31 
15, 436, 20 21, 292. 21 
19, 571. 58 23, 157. 00 


74, 607. 98 101, 587. 51 





When sales of packaged liquors are made to regular members, a prenumbered 
decal is affixed to each bottle, the decal showing that the purchase was made at 
the officers’ mess (open). The decal number is noted on the sales slip * which is 
signed by the purchaser. 

There is a 15 percent markup on all package sales. 

The officers’ mess (open) has a United States Internal Revenue, special tax 
stamp $50 per year and all bottles of liquor carry United States Internal Revenue 
bottle stamps, distilled spirits, Series 111, covering the bottle corks. 

The authority for the sale of alcoholic beverages on the station is contained in 
Geréral Ordér N6- 15; dated November 4, 1948, signed by John Nicholas Brown, 


' See Exhibit No.1. Constitution and Mess Rules, Officers’ Mess (open). 
2 See Exhibit No. 2. Application for membership. 

3 Exhibit No. 3. Copy of purchase order. 

4‘ Exhibit No. 4. Copy of sales slips. 
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Acting Secretary of the Navy. The authority for establishment of commis- 
sioned officers’ mess (open) is contained in letter of August 9, 1948, signed by 
James T. Hardin, Chief of Naval Personnel.® 


WAR COLLEGE 


There is a package store located at the United States Naval War College 
which is a branch of the commissioned officers’ mess (open). The War College 
is open 10 months of each year. Their personnel consists of about 242 students 
and 97 members of the staff. The rules and regulations pertaining to this branch 
are the same as prevails at the officers’ mess (open). 


CHIEF PETTY OFFICERS’ MESS (OPEN) 7 


The chief petty officers’ mess (open) is located outside gate No. 4 on Govern- 
ment property. 

The chief petty officers’ mess (open) has one full-time chief petty officer as 
mess treasurer. He has complete charge of the operation of all the mess facilities.’ 

The mess employs eight civilians who are paid from the profits of the mess 
In addition, enlisted men are employed during off-duty hours to work as waiters 
and general helpers, as needed. 

The chief petty officers’ mess (open) has two types to membership, regular and 
associate. 

The regular membership is extended to all chief petty officers and personnel 
of equivalent pay grade in other branches of the armed services on active duty 
and attached to an activity under the commander, United States Naval Base, 
Newport, R. I.; United States Naval War College; or fleet commands based 
ashore in and about the Newport area.® 

The associate membership is extended to chief petty officers and equivalent 
ratings of the armed services attached to ships stationed, or operating, in the 
Newport, R. I., area; chief petty officers and equivalent ratings of the armed 
services in the Fleet Reserve who reside in the Newport area; retired chief petty 
officers of the Navy and Coast Guard and first pay grade sergeants of the Marine 
Corps residing in the Newport area; chief petty officers and equivalent ratings 
of the armed services attached for temporary duty to any naval activity under 
the commander, United States Naval Base, Newport, R. I.; United States Naval 
War College or fleet commands based ashore in the Newport area; and chief petty 
officers when on training or in drill status in the Newport area. 

All privileges of the mess are available to regular and associate members in 
good standing, except that associate members are prohibited from holding office 
or voting in the mess and purchasing package liquor. As of May 31, 1953, there 
were 411 members of the mess. 

Dependents identification cards * are issued to adult dependents of chief petty 
officers. These cards are not to be construed as membership cards. 

The package liquor store hours are Monday through Saturday 1600 to 1800 
and the hours of the bar are Monday, Tuesday, Thursday, and Friday 1115 to 
1300 and 1630 to 2400, Wednesday 1115 to 2400, Saturday 1115 to 0100 
and Sunday 1300 to 2400. 

All of the package liquors and beer are purchased from local distributors on a 
urchase order form, Nav. 8. and A. Form 48," which is made out and approved 
y the mess treasurer. 

Sales for 1953, up to May 31, were as follows: 


Month Bar sales Package sales 





PIED  cncaguusepeceveneseshe K $3, 977. 50 
February . 946. 63 3, 357. 04 


April... 


§ See Exhibit No. 5. General Order No. 15, 

6 See Exhibit No. 6. Letter from Chief of Naval Personnel. 
7 See Exhibit No. 7. Bylaws of operating instructions. 

& See Exhibit No. 8. Copy of membership card. 

* See Exhibit No.9. Dependents identification card. 

1 See Exhibit No. 3. Purchase order form. 
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When sales of packaged liquors are made to members, a prenumbered decal is 
affixed to each bottle. This decal shows that the purchase was made at the 
chief petty officers’ mess (open). The decal number is noted on the sales slip ™ 
which is signed by the purchaser. 

There is a 20-percent markup on all package sales and a 10-percent markup on 
beer sales. 

The chief petty officers’ mess (open) has a United States internal revenue 
special tax stamp, $50 per year, and all bottles carry United States internal 
revenue bottle stamps, distilled spirits, series 111, covering the bottle corks and 
United States internal revenue, fermented malt liquors, series 1947 stamps are 
on each keg of beer. 

See General Order No. 15 for authorization of sale of alcoholic beverages on 
the station.” The authority for the sale of alcoholic beverages at chief petty 
officers’ mess (open) is contained in letter dated September 20, 1948, signed by 
commandant, First Naval District, M. L. Deyo." 


ENLISTED MEN’S CLUB 


The enlisted men’s club is located outside gate No. 2 on Government property. 

The enlisted men’s club employs a civilian manager who runs the club under 
the supervision of a naval commissioned officer. One other civilian is employed 
by the club as a bartender. The club also employs 10 enlisted men after duty 
hours. All of these employees are paid from funds of the club’s treasury. 

All enlisted men of the armed services are eligible members. As of May 31, 
1953, there were 5,000 eligible patrons attached to the station. Enlisted men are 
allowed the privileges of the club upon showing their “I. D. Card” to the door- 
keeper. Guests are permitted in the club provided they are bona fide guests of 
a properly identified enlisted man. 

Beer is the only beverage served at the club. The hours of operation are 
1630 to 2400 daily. Case beer, for off-station consumption, is sold between the 
hours of 1600 to 2000. 

All of the keg and draft beer is purchased from local distributors on a purchase 
order form prepared by the civilian manager. The books of the enlisted men’s 
club are audited by a Navy officer. 

Sales for 1953, up to May 31, were as follows: 


Bar sales, beer | Case beer sales 








Month 
January | $5, 120. 04 $299. 20 
February... | 5, 149. 87 290. 60 
March... : aeteg ; | 5, 791.18 | 387. 45 
April... bé iinbadocd 5 . 6, 535. 61 | 371.15 
May “we . | 6, 879. 62 | 456. 65 
I sees eee oe Sere nt tt ole, Se ; 29, 476. 32 1, 805. 05 


When sales of case beer are made to properly identified enlisted men, a sales 
slip is prepared by the sales person, and signed by the enlisted man." 

Bottle and can beer is sold, over the bar, at $0.20 per unit. Draft beer is sold 
at $0.50 per pitcher. 

The enlisted men’s club has United States Internal Revenue, fermented malt 
liquors, series 1947 tax stamps on each keg of beer. 

See General Order No. 15 for authorization of sale of alcoholic beverages on 
the station.’ The authority for the sale of beer and ale at the enlisted men’s 
club is contained in letters of April 10, 1950, and June 27, 1950, signed by com- 
mandant, First Naval District, Hewlett Thebaud."® 


NAVY EXCHANGE ® 


The Navy exchange operates beer dispensing facilities at. building 114, recrea- 
tion hall, and Goat Island for enlisted men on the stations. The above two 
establishments operate between the hours of 1630 to 1730 daily, except Sunday. 

All profits accrue to the Navy exchange, and are distributed under current 
governing regulations. 

i Exhibit No. 10. Copy of sales slip. 

12 Exhibit No. 5. General Order No. 15, 

18 Exhibit No, 11. Letter of September 20, 1948, signed by M. L. Deyo, 

M4 See exhibit No. 12. Sales slip of enlisted men’s club. 


18 Exhibit No. 5. General Order No. 15. ; ‘ 
16 Exhibit No. 13. Letters of April 10, 1950, and June 27, 1950, signed by Hewlett Thebaud, 
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See General Order No. 15 for authorization of sale of aleoholic beverages on the 
station.” The authority for the sale of beer and ale at the recreation center is 
contained in letter of December 27, 1951, signed by commandant, First Naval 
District, Hewlett Thebaud."8 


(Exhibits Nos. 1-4, 7-10, 12—one copy only with original report.) 


GENERAL ORDER; Navy DEPARTMENT, 
No. 15 f Wasnineton, D. C., November 4, 1948. 


Aucono.ic Liquors 


1. Nothing in this general order shall be construed as changing or in any way 
modifying the provisions of U. 8. Navy Regulations relating to alcoholic liquors 
or relieving a commanding officer of his responsibility to regulate the use of alco- 
holie liquors within the limits of his command. 

2. The possession and use of alcoholic liquors for beverage purposes within shore 
activities under naval jurisdiction are authorized in officers’ quarters and in those 
public quarters, other than barracks, assigned to civilian employees and enlisted 
personnel. 

3. Commanders-in-chief and such senior commanders of overseas areas as they 
may delegate for the purpose, the Commandant of the Marine Corps, command- 
ants of naval districts or river commands, and the Chief of Naval Air Training are 
authorized to review and approve requests by commanding officers to permit the 
following privileges within the limits of their commands: 

(a) The sale and consumption of alcoholic liquors in officers’ messes, chief 
petty officers’ messes (Open), and staff noncommissioned officers’ clubs both within 
and beyond the continental United States. This privilege may also be extended 
to the clubs and recreation centers of enlisted personnel and civilian employees 
beyond the continental limits of the United States. 

(b) The sale and consumption of beer and ale of regular commercial stength in 
ship’s service stores, post exchanges, enlisted men’s clubs and recreation centers, 
and in ship’s stores of those activities having no ship’s service stores both within 
and bevond the continental United States. 

4. Subject to such administrative regulations as the Chief of Naval Personnel 
or the Commandant of the Marine Corps may issue, commanding officers shall 
issue detailed control instructions which shall include prohibition of sales to minors 
and shall be in conformity with applicable local laws. No person in the naval 
service under twenty-one years of age shall be employed as bartender or in any 
other capacity involving the dispensing of alcoholic liquors. 

5. (a) Transportation of alcoholic liquors as cargo consigned to overseas bases 
for use in authorized activities of such bases is authorized in naval vessels and 
aircraft. 

(b) Transportation of beer and ale of regular commercial strength, for sale to 
ship’s personnel sent ashore at isolated points outside the continental limits of 
the United States not having adequate recreational facilities, is authorized in 
naval vessels. 

(c) All aleoholic liquors transported as provided in this paragraph shallZat‘all 
times be maintained under proper surveillance. 

Joun Nicnotas Brown 
Acting Secretary of the Navy. 


Navy DEPARTMENT, 
Bureau or Navat PERSONNEL, 
Washington 25, D. C., August 9, 1948. 
From: Chief of Naval Personnel. 
To: Commander, U. 8. Navgl Base, Newport, R. I. 
Subj: Establishment of Commissioned Officers’ Mess (OPEN) U. 8S. Naval Base, 
Newport, R. I.—approval of. 
Refs: (a) BuPers ltr Pers-513—ELF JE dtd 1 November 1944. 
(b) BuPers 15782. 


1. Paragraph 6 of reference (a) stated that OPEN Messes already in operation 
on 1 November 1944 would not be required to obtain authority for establishment 
from the Bureau. Reference (b) superseded and canceled reference (a). 


17 Exhibit No, 5. General Order No. 15. 
18 Exhibit No. 14. Letter of December 27, 1951, signed by Hewlett Thebaud. 
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2. In order that the records at the Bureau and at your activity may show 
authorization for the establishment of the OPEN Mess, the establisment of the 
Commissioned Officers’ Mess (OPEN), U. 8S. Naval Base, Newport, R. I. is 
hereby approved. 

3. The mess should be operated in accordance with the provisions of reference 
(b) and amplifying directives. 

James T. Harpin 
(By direction). 


SEPTEMBER 20, 1948. 
From: Commandant, First Naval District. 
To: Commanding Officer, U. S. Naval Training Station, Newport, R. I. 
Via: Commander, U. 8. Naval Base, Newport, R. I. 
Subj: ae Liquor for beverage purposes in Chief Petty Officers’ Mess 
(OPEN) 
Refs: (a) CO, NavTraSta, Newport, R. I. ltr serial #10—3001 of 8 September 1948 
(b) SecNav ltr JJ56—5 dtd 17 May 1948 (ND Bul., 31 May 1948; 48-371). 
1. The requests contained in reference (a) are approved. 
2. Comply with paragraph 4 of reference (b) and forward to the Commandant, 
First Naval District, a copy of such detailed instructions as may be issued. 
M. L. Deyo, 
Rear Admiral, USN. 
U. S. Nava Bass, 
Newport, R. I., September 21, 1948. 
End-1 on ComOne Itr ND1/151/JJ56-5 dtd 20 September 1948. 
From: Commander, Naval Base, Newport, R. I. 
To: Commanding Officer, U. 8. Naval Training Station, Newport, R. I. 
Subj: Alcoholic Liquor for beverage purposes in Chief Petty Officers’ Mess 
(OPEN). 
1. Forwarded. 
T. R. Coorey, 


JUNE 27, 1950. 
From: Commandant, First Naval District. 
To: Commanding Officer, U. 8S. Naval Training Station, Newport, R. I. 
Via: Commander, U. 8. Naval Base, Newport, R. I. 
Subj: Authorization to sell beer and ale of commercial strength at the Enlisted 
Men’s Club, U. 8S. Naval Training Station, Newport, R. I. 
Ref: (a) ComOne ltr ND1/157 of 10 April 1950 same subject. 

1. In view of a declaration of Bureau of Naval Personnel policy at the recently 
held Messes and Clubs Conference at Headquarters, First Naval District, 
approving the sale of packaged beer and ale by Enlisted Men’s Clubs, paragraph 
2 (c) of reference (a) is modified to permit sale of packaged beer and ale by the 
case for off-premises consumption to those personnel entitled to membership in 
the Enlisted Men’s Club, Naval Training Station, Newport, R. I. 


HEWLETT THEBAUD. 


JUNE 29, 1950. 
First Endorsement. 
From: Commander, Naval Base, Newport, R. I. 
To: Commanding Officer, U. 8. Naval Training Station, Newport, R. I. 
1, Forwarded. 
T. R. Cooney. 
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Apri 10, 1950. 
From: Commandant, First Naval District. 
To: Commanding Officer, U. 8. Naval Training Station, Newport, R. I. 
Via: Commander, U. 8. Naval Base, Newport, R. I. 
Subj: Authorization to sell beer and ale of commercial strength at the Enlisted 
Men’s Club, U. 8. Naval Training Station, Newport, R. I. 
Ref: (a) CO US NTS Newport, R. I. ltr JE—-B Ser 10-178 dtd 27 March 1950. 
(b) General Order No. 15 dtd 4 November 1948. 
(c) BuPers Regulations for CPO Messes and Enlisted Men’s Clubs Ashore 
1948 (15,800). 

1. The request contained in reference (a) is approved, and the Enlisted Men’s 
Club at Naval Training Station, Newport, R. L., is authorized to sell and dispense 
beer and ale of commercial strength. 

2. The Commanding Officer will issue suitable control regulations to amplify 
paragraph 4 of reference (b) and Art. 1101 of reference (c) and take effective 
measures to assure himself of the continuous enforcement of the following: 

(a) That sales are not made to or for minors, including minor civilian guests. 

(b) That laws governing the sale of alcoholic beverages in the State of Rhode 
Island are observed. 

(c) That no sales are made to individuals for off-premises consumption. 

Hewett THEBAUD. 


Apri 12, 1950. 
First Endorsement. 
From: Commander, U. 8. Naval Base, Newport, R. I. 
To: Commanding Officer, U. 8. Naval Training Station, Newport, R. I. 
1. Forwarded. 
T. R. Cooney. 


DECEMBER 27, 1951. 

From: Commandant, First Naval District. 
To: Commanding Officer, U. 8. Naval Training Station, Newport, R. I. 
Via: Commander, U. 8. Naval Base, Newport, R. I. 
Subj: Sale and consumption of beer and ale at Recreation Center; Approval of. 
Ref: (a) CO NTS Npt RI ltr Ser 11-34 of 28 Nov 1951. 

(b) General Order No. 15 dtd 4 November 1948. 

(c) BuPers Regulations for CPO Messes and Enlisted Men’s Clubs Ashore 

1948 (15,800). 

1. The request contained in reference (a) for the sale and consumption of beer 
and ale of commercial strength at the Recreation Center, U. 8. Naval Training 
Station, Newport, R. I., is hereby approved. 

2. The Commanding Officer will issue suitable control regulations to amplify 
paragraph 4 of reference (b) and Art. 1101 of reference (c), and take effective 
measures to assure himself of the continuous enforcement of the following: 

(a) That sales are not made to or for minors. 

(b) That laws governing the sale of alcoholic beverages in the State of Rhode 
Island are observed. 

(c) That no sales are made to individuals for off-premises consumption, 

Hewtetr THEBAUD. 


DrceMBER 29, 1951. 
First endorsement 
From: Commander, U. 8. Naval Base, Newport, R. I. 
To: Commanding Officer, U. 8. Naval Training Station. 


1. Forwarded. 
C. E. Onsen, 





COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 144] 


Exursir No. 48 
OFFICE OF INVESTIGATIONS, GENERAL ACCOUNTING OFFICE 
Report No. I-18152—-AT-1 


REPORT OF SURVEY OF PROCUREMENT AND DISTRIBUTION OF ALCOHOLIC 
BeVERAGES AT Fort Jackson, 8. C, 


INTRODUCTION 


This is an investigative survey of the procurement and distribution of alcoholic 
beverages at the Infantry Training Center, Fort Jackson, S. C. 


BASIS FOR INVESTIGATION 


Letter dated May 13, 1953, addressed to the Comptroller General of the United 
States by Representative Cecil M. Harden, chairman, Intergovernmental Rela- 
tions Subeommittee of the Committee on Government Operations, 83d Congress 
of the United States. 


AUTHORITY FOR PROCUREMENT AND DISTRIBUTION 


There is no authority for the sale of alcoholic beverages at Fort Jackson, 8. C. 
The passing or changing of title to intoxicating beverages upon any premises 
used for military purposes is prohibited by paragraph No. 37, AR-—210-10, dated 
January 12, 1950.!. Aleoholic beverages are procured and distributed at Fort 
Jackson, 8. C., under the premise that each individual deals with the wholesaler 
or distiller and that title to the alcoholic beverage passes to the individual pur- 
chaser at the premises of the wholesaler or distiller. 


METHOD OF PROCUREMENT AND DISTRIBUTION 


Alcoholic beverages are obtained from wholesalers in the city of Columbia, 8. C., 
and from nationally known distillers outside the State of South Carolina. There 
are two systems in effect, i. e., the ‘central locker system” and ‘‘sublocker system.”’ 

Under the ‘‘central locker system” alcoholic beverages are handled in case lots 
only. In theory all transactions are between individual purchasers and whole- 
salers or distillers, but are channeled through the “central locker’? where orders 
and money for payment are received from individuals, and forwarded to whole- 
salers and distillers. The liquor is shipped from the wholesalers and distillers to 
the ‘‘central locker’ where it is distributed to the individual purchasers in the 
form received.? 

Under the ‘‘sublocker system” alcoholic beverages are procured through the 
“central locker’ in case lots, but are distributed to individual purchasers in less 
than case lots, usually by the drink. There are two “sublockers” organized at 
Fort Jackson, 8. C.; one composed of members of the Fort Jackson officers’ open 
mess and the other one composed of members of the Fort Jackson noncommis- 
sioned officers’ open mess. Members of a “‘sublocker’’ deposit a specified sum * 
with the sublocker officer and this fund is used to purchase a stock of alcoholic 
beverages which is served at bars at the mess and annexes at which the ‘‘sublocker”’ 
s organized. When a member is served a drink at the bar the member pays an 
amount estimated to be sufficient to pay for the liquor consumed, the setup, and 
service. It was stated by Lt. Col. Frank E. Smith, inspector general, Fort 
Jackson, 8. C., that the amount paid in excess of the cost of the liquor, setup, and 
service is profit on the setup and service and inures to the mess at which the 
“sublocker” is organized. As an example Colonel Smith said that of the 40 cents 
paid for an average drink, 15 cents is used to replace the liquor used and the 
remaining 25 cents is the cost and profit on the setup and service which accrues 
to the applicable mess. When a member withdraws from the “sublocker’’ his 
deposit is returned to him. Members may furnish drinks to their guests. Bar- 
tenders are responsible for identification of members. 

Each locker, ‘‘central” and ‘‘sublocker,” has a separate storeroom. A brief 
inspection of these storerooms disclosed approximately 12 cases of Old Stagg 

1 Erhibit A. 


2 Exhibit B. 
§ Officers, $10; noncommissioned officers, $5. 
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liquor in the storeroom of the “‘sublocker’’ at the Fort Jackson noncommissioned 
officers’ open mess which, contrary to regulations,‘ had not been paid for. Instruc- 
tions were issued by Colonel Smith to personnel concerned to follow post regula- 
tions * which require that cash be received by the “central locker’’ at the time the 
order is placed. 

There are 11 bars at Fort Jackson, 8. C., where liquor is served by the drink— 
the Fort Jackson officers’ open mess and 4 annexes, and the Fort Jackson non- 
commissioned Officers’ open mess and 5 annexes. 


PARTICIPATING INDIVIDUALS 


The “central locker system’? may be used by: 

(a) Military personnel of the Armed Forces assigned to duty at Fort Jackson; 
other military personnel who are on active duty; and retired personnel of the 
Armed Forces who are also members of the Fort Jackson officers’ open mess or 
the Fort Jackson noncommissioned officers’ open mess. This does not include 
enlisted personnel quartered in barracks or enlisted personnel below the first 
three grades who do not have permission from the unit commanding officer. 

(6) Units, organizations, officers’ and enlisted personnel messes, when liquors 
procured for the purpose of an organized and sponsored party at which the liquor 
is to be dispensed to members or guests without charge and without reimburse- 
ment in any form or under any guise. 

(c) Sublocker officers when authorized. 

The “‘sublocker system’’ may be used by: 

(a) Members of the Fort Jackson officers’ open mess. 

(6) Members of the Fort Jackson noncommissioned officers’ open mess. 


COST TO THE GOVERNMENT 


(a) ‘Central locker:”” Pay and allowances of two enlisted personnel assigned to 
duty full time and one officer part time. Figures are on a monthly basis: 


OU ee NS a SN 8 ee de $350. 06 
Sfe. Hal Farrell _ _ - - 342, 42 
_: (j. g.) Eugene e Hay good—approximately 5 percent of time 
a ie sd to this duty—$390.62 5 percent 
Total, ‘‘central locker” 712. 01 
(b) ‘‘Sublocker’’: 
Lt. James H. Brittion—approximately 10 percent 
devoted to this duty—%$331X 10 percent 
M. Sgt. Leslie Roush—approximately 10 percent of time 
devoted to this duty—$417.36 X 10 percent 
Total, ‘‘sublocker’”’ : 
786. 85 


VOLUME OF PURCHASES 


Following is an analvsis of purchases of alcoholic beverages in case lots during 
the months of March, April, and May 1953, made by individuals at Fort Jackson, 
8. C., through the “‘central locker system” and “sublocker system”’ 


Cases 


Wholesalers! Distillers | 
|} in Colum-| out of Total 
| bia, S.C. | State a 

| 


“Oentral locker’’___- 7 4 Cad 2 1, 007 
“Sublocker”—officers’ mess 15 
“Sublocker’’—noncommissioned officers’ mess - ‘ siv'sddal 65 | 


Total 2 scotia teal oe ° : f 1, 087 | 





4 Exhibit C (par. 2 (a) 1). 
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IMPACT ON LOCAL TAX STRUCTURE 


Information concerning taxes, permits, and fees, was obtained from the South 
Carolina State Beverage Tax Division, Columbia, 8. C., and was verified at Fort 
Jackson, 8. C. 

State and local taxes are not paid on alcoholic beverages procured through the 
“central locker,’’ Fort Jackson, 8. C. An authorized representative of the ‘“‘cen- 
tral locker” executes a State tax exemption certificate for all alcoholic beverages 
procured from wholesalers in Columbia, S. C., in lieu of paying State and local 
taxes. Shipments made by distillers from outside the State of South Carolina to 
the “‘central locker,” Fort Jackson, 8. C.; however, no State or local taxes are paid. 
The State tax on liquor retailed at places other than military reservations is $9.16 
per case which includes a retail case stamp of $1. 

The State of South Carolina requires an annual $500 permit fee and $5 sales 
and use tax for each retail liquor dealer.® 


FEDERAL TAXES 


The Federal tax on alcoholic beverages is paid when the alcoholic beverage is 
removed from bond, usually by the distiller. The Bureau of Internal Revenue 
requires an annual $27.50 permit fee for each retail liquor dealer.® 


BENEFITS 


Colonel Smith stated that under the procedure outlined and followed in the 
procurement and distribution of alcoholic beverages at Fort Jackson, 8. C., no 
individual, military or civilian, benefits in any way on the transaction as the 
purchase price collected from the purchaser is transmitted in the form received 
to the wholesaler or distiller. 


COMMENTS BY OFFICIALS, FORT JACKSON, 5S. C. 


At the request of Maj. Gen. John A. Dabney, commanding general, Fort 
Jackson, 8. C., the findings of this survey were briefly summarized verbally to 
Lt. Col. Frank E. Smith, inspector generai, Fort Jackson, 8. C. Colonel Smith 
estimated that the present locker system was costing the Government less than 
it would cost if each individual procured his requirements from the established 
sources Off the base. To illustrate his reasoning, he used the 1,443 cases purchased 
by the “central locker’ during March, April, and May 1953. Colonel Smith 
estimated that 1,443 trips of 1 hour each between Fort Jackson and Columbia, 
S. C., would have been made; that the rank of individuals would have been about 
evenly divided between officers and enlisted personnel; that the average officer 
rank would have been captain; and the average enlisted rank sergeant first class; 
that the average hourly rate of pay of the captain would have been $2.11 and 
the hourly rate of pay of the sergeant first class would have been $1.27; and that 
based on these estimates (720 officers X $2.11=$1,519.20, and 723 enlisted per- 
sonnel X $1.27= $918.21) the Government would have lost approximately $2,437.41 
in man-hours as compared to the cost to the Government of approximately 
$2,360.55 ($786.85 X 3 months) for pay and allowances of personnel of the “central 
locker’ and “sublockers”’ during the period March, April, and May 1953. 

Major General Dabney stated that if military personnel are going to procure 
and consume alcoholic beverages, he prefers that it be done under his supervision 
and control. 


AR 210-10 
Extract From AR 210-10 


INSTALLATIONS 


SECTION 1X 
Liquor control 


37. In ConTINENTAL UNITED StTATES.—Within the continental limits of the 
United States and the Territories of Alaska, Hawaii, and Puerto Rico, and on 
all Army transports, the sale of or dealing in intoxicating liquors (including beer, 
lager beer, ale, porter, wine, or similar fermented or vinous liquor having an 

5 Not required at Fort Jackson, S. C., as the system of procurement and distribution of alcoholic beverages 


» oy on the premise that title passes to the individual purchaser on the premises of the wholesaler or 
stiller. 
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alcoholic content in excess of 3.2 per centum by weight), regardless of what the 
transaction is called or how it is effectuated, is prohibited if title to such intoxi- 
cating beverage passes or changes upon any premises used for military purpose 
by the United States. 

38. SALE or NONALCOHOLIC BEVERAGES.—Malt and vinous beverages which 
have an alcoholic content of not exceeding 3.2 per centum by weight are defined 
as nonintoxicating by the act of 22 March 1933 (48 Stat. 16). Accordingly, bev- 
erages with an alcoholic content of not more than 3.2 per centum by weight may 
be sold or dealt in by Army exchanges, clubs, canteens, aboard Army transports, 
and on other premises used for military purposes by the United States on those 
reservations located in States whose laws permit such sales. The sale of beverayes 
of this nature in States whose laws preclude such sales within their borders is 
prohibited. 

39. ALconotic BEveRAcES AcQurIrRED Ry INDIVIDUALS.—The storage of intoxi- 
cating liquors acquired elsewhere, by the individual owner thereof, in an unauth- 
orized club, and the service of drinks therefrom to the owner or to his guests 
present with the owner, by club attendants, if the club charges only for the non- 
alcoholic ingredients furnished, is permitted. 

10. In OversBas Are As.—Overseas, except in the Territories of Alaska, Hawaii, 
and Puerto Rico, the sale of, dealing in, and use of intoxicating liquors at military 
installations will be under such regulations as mav be prescribed by the oversea 
commander directly under Headquarters, Department of the Army. 


FILL OUT IN DUPLICATE, ORIGINAL IN INK 


Unit a P an 
Fort Jackson, South Carolina 
Phone agli 
Subject: Purchase of Beverage. 
To: Central Locker Fund, Fort Jackson, 8S. C. 
I hereby appoint 2nd Lt Plato S. Shuford, custodian of the Central Locker 
Fund, my agent and attorney for me and in my name to purchase and accept 
title to the following merchandise for such price and from such vendors as he sees 


fit. 
It is understood by the principal, that the agent being a bailee for the sole 
purpose and benefit of the principal, and is responsible only for the exercise of 


ordinary reasonable care in handling of funds and merchandise. 


(NOT RESPONSIBLE FOR GOODS LEFT OVERNIGHT) 


BRAND PRICE 
Signature 
Rank 
Service Number 


RECEIPT AND SIGNATURE 


I acknowledge receipt of the full amount of the above merchandise this date 

.. 1958, from the Central Locker Fund Custodian, 2nd Lt Plato 

S. Shuford, and certiry that it is for my own personal use and no part of the 

above named merchandise received will be resold or disposed of to any individual 
not authorized to participate in the purchase of this type of merchandise. 


Signature — 

Rank aa 

Service number 
Voucher No. __--_-- 
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HeaADQuARTERS Fort JACKSCN, 
Fort Jackson, Souta CaARo ina, 
March 28, 1958. 
Subject: Control of Aleoholic Beverages. 
To: See Distribution. 

1. General. Pertinent excerpts of Section IX, Army Regulations 210-10, dated 
12 January 1950, are quoted below with italics added: 

“37. * * * The dealing in intoxicating liquors * * * is prohibited 7f title to 
such intoxicating beverages passes or changes upon any premises used for military 
purposes 2 me 

“39. The storage of intoxicating liquors acquired elsewhere, by the individual 
owner thereof, in an authorized mess and the service of drinks therefrom to the 
owner or to his guests present with the owner, by mess attendants, and if the 
mess charges only for nonalcoholic ingredients furnished, will be permitted.” 

2. Central Locker System. The purpose of this directive is to insure adequate 
supervision and control of the procurement and use of alcoholic beverages, to 
eliminate abuses and to prevent traffic in such beverages with personnel in the 
surrounding civilian communities. In order to comply with the quoted regula- 
tions, the following procedure was instituted: 

a. A central locker officer will be appointed by this headquarters. 

(1) No individual, groups, associations, or organization may deal with whole- 
sale distributors or distilleries except through the Central Locker Officer. The 
Central Locker Officer may process and forward to distributors and distilleries 
only written orders for liquor received from authorized personne] at Fort Jackson, 
South Carolina, for which cash is received at the time the order is filed. Orders 
will not be given to salesmen or agents on the Post. In all dealings with the 
distributors and distilleries, the Central Locker Officer will insure that title to any 
merchandise purchased passes to the purchasers at the distributor’s or distillery’s 
premises. Cash is interpreted as actual cash or any form of immediately negoti- 
able instrument acceptable to the Central Locker Officer for forwarding. Au- 
thorized individuals and organizations are: 

(a) Military personnel of the armed forces assigned to duty at this post: 
other military personnel who are on active duty, and retired personnel of the 
armed forces who are also members of the Fort Jackson Officers’ Open Mess or 
the Fort Jackson Noncommissioned Officers’ Open Mess. This does not include 
enlisted personnel quartered in barracks or enlisted personnel below the first three 
grades who do not have permission from the unit commanding officer. 

(b) Units, organizations, officers’ and enlisted personnel messes, when liquors 
procured for the purpose of an organized and sponsored party at which the liquor 
is to be dispensed to members or guests without charge and without reimburse- 
ment in any form or under any guise. 

(c) Sub-Locker Officers, when specifically authorized and in accordance with 
instructions and regulations issued herein. All orders must be authenticated by 
a commissioned officer. 

(2) All purchases of Class ‘VI’ supplies will be handled by the Central Locker 
Officer, Building #10—-208, phone 83124, in the following manner: Forms will be 
available at Building #10-208. Forms will be made out in duplicate in ink for 
each individual purchase. Cash or check will accompany request for the pur- 
chase of Class ‘“‘VI’’ supplies; all checks will be made payable to the Central 
Locker Fund. Each individual will be permitted to purchase one case of ‘‘hard’’ 
liquor (whiskey, gin or rum) and one case of either vermouth, liqueur, or wine 
per calendar month. 


Orders can be placed and picked up daily Monday thru Saturday noon. 


(3) The Central Locker Officer may not order nor keep in the locker storeroom 
any liquor of any kind not covered by a written order from an authorized person. 

(4) Except as otherwise provided herein, the Central Locker Officer may not 
forward orders for, or keep in the locker storeroom, or distribute liquor of any kind 
in less than case lots. No individual will be allowed to order more than one case 
of “hard” liquor (whiskey, gin or rum) and one case of either vermouth, liqueur, 
or wine per calendar month. 

(5) All liquor ordered through the Central Locker Officer for the use of Sub- 
Locker Officers will be handled under the same restrictions and limitations as 
prescribed in sub-paragraph (1) above. 

(6) All orders, whether separate or consolidated, forwarded by the Central 
Locker Officer to the distillery or liquor distributor will show thereon the identifi- 
cation number of the individual or activity for whom the order is forwarded. 
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(7) A single order may be forwarded by the Central Locker Officer for two or 
more authorized individuals, providing the person placing the order indicates 
the other authorized person or persons from whom the order is intended. This 
information is essential in order to permit the Central Locker Officer to comply 
with sub-paragraph (6) above. 

(8) A “mixed” case can be purchased, provided the purchase equals exactly 
one case (12 bottles). Example: 3 bottles of gin and 9 bottles of whiskey, or 6 
bottles of scotch and 6 bottles of bourbon. 

(9) Bottle deliveries of any kind of liquor by the Central Locker Officer to 
anyone are expressly prohibited, except as in (7) above. Bottled goods will be 
purchased only in quart or fifth sizes, and in case lots, 

(10) The Central Locker Officer may forward orders for Liquor desired for 
parties to be given by an authorized individual, group, or organization, provided 
such information is furnished at the time the order is placed through the Central 
Locker Officer. Diversion of liquor ordered under the provisions of this para- 
graph by a group or organization for the use and benefit of any individual is 
expressly prohibited. 

(11) It shall be the responsibility of the Central Locker Officer to keep com- 
plete records of locker activities to facilitate audits and inspections of accounts 
and activities at such times and by such inspectors as may be directed. 

3. Sub-Locker System. Members of the Fort Jackson Officers’ Mess, and 
when specifically authorized, enlisted personnel messes, may organize among 
themselves a Sub-Locker System to be operated by a Sub-Locker Officer. All 
members of a Mess, authorized to have a sub-locker officer, may be members of 
the Sub-Locker System. The following procedures will be adhered to: 

a. Members of Officers’ Mess may deposit $10.00 worth of assorted liquors 
with the Sub-Locker Officer, and a member of an enlisted mess may deposit $5.00 
worth of assorted liquors, or by power of attorney, authorize and deposit with him 
sufficient funds to procure through the Central Locker Officer, $10.00 worth of 
assorted liquors for officers and $5.00 for enlisted men. 

b. Members will at the time of consumption, deposit with the Sub-Locker 
Officer an amount to cover replacement of the liquor consumed and, the set-ups 
and service. These amounts will be recorded and at the close of each day’s business 
the Sub-Locker Officer will receive from the Mess the amounts deposited for liquor 
replacement by the authorized participants of the Sub-Locker Pool. 

c. When a member desires to withdraw from the Sub-Locker System, the Sub- 
Locker Officer will return his deposit to the member. 

d. Sub-Locker Officers will: 

(1) Secure from each participant a power of attorney for the procurement of 
liquors for the participant. In no case is this to be interpreted to permit individual 
sales to members of case lots for Sub-Locker. 

(2) Issue a numbered card receipt for $10.00 (for officers) and $5.00 (for enlisted 
men) worth of assorted liquors to participant, bearing the participant’s counter- 
signature for identification purposes. 

(3) Establish with the proper Mess Official a rigid control system to assure that 
liquors are served only to authorized participants of the Sub-Locker. 

(4) Maintain such accounting procedures at all times that will: 

(a) Assure correct reimbursements to the Sub-Locker Pool for all liquor dis- 
tributed. 

(b) Assure that the total value of liquor on hand and on order, plus cash on hand 
and in the bank, is equivalent to the sum of the number of active cards outstanding 
multiplied by the amount of the required deposit. 

(5) Rigidly assure that only Mess members entitled to participate are permitted 
to become members of the Sub-Locker System. Transient guests of the Mess, here 
for less than fourteen days, are not eligible for participation, except in specific cases 
when approved by competent authority. No class ‘‘VI’”’ supplies will be delivered 
to Sub-Lockers unless the request is authenticated by the unit adjutant. 

4. No asleoholic beverages will be introduced into any Mess or Club Room or any 
structure used for military purposes except as outlined herein, unless specifically 
authorized bv the Commanding General. 

5. Letter FJCSX 435, this headquarters, as amended, Subject: “Control of 
Alcoholic Beverages’’, dated 26 June 1952, is hereby rescinded. 

By ComMMAND oF Major GENERAL DABNEY: 
G. H. Garps, 
Lt Col, AGC, 
Adjutant General. 
DISTRIBUTION: 
“_ 
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Exuisit No, 49 
GENERAL ACCOUNTING OFFICE, OFrFICE OF INVESTIGATIONS 
Report No. I-18152—NO-8 


REPORT ON AN INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES 
ON GOVERNMENT RESERVATIONS, BERGsTROM ArR Force Bask, AUSTIN, 
TEx. 

INTRODUCTION 


This report covers an investigative survey of the sale of alcoholic beverages at 
Bergstrom Air Force Base, Austin, Tex. Sales of liquor and beer over the bar 
are made in the commissioned officers’ open mess and the noncommissioned offi- 
cers’ open mess. Bottle sales of liquor are made by package stores. Beer is 
sold by the base exchange. 


Procurement of liquor stocks 


A commissioned officer is assigned the full-time duty of managing the com- 
missioned officers’ mess, and a noncommissioned officer is assigned the full-time 
duty of managing the noncommissioned officers’ mess. The managers are 
responsible for buying liquor stocks and for operating the bars and package stores. 
Stocks are bought from local dis:ributors with mess funds. Each bottle received 
in the officers’ mess is stamped “Officers club, not for resale, for officer personnel 
only.’”’ Each bottle received in the noncommissioned officers’ mess is stamped 
“Not for resale, for consumption of airmen only.” 


State liquor control 


The Liquor Control Act of the State of Texas provides, in part: 

(a) Alcoholic beverages, except beer, and wine of less than 14 percent alcoholic 
content, may not be sold by the drink over a bar. 

(b) Package stores may be licensed where permitted by local option. 

(c) Package stores may be open from 9 a. m. to 10 p. m. Monday through 
Saturday but may not open on Sunday or on primary or national election days. 

(d) Beer bars may operate from 7 a. m. to midnight Monday through Friday; 
7 a. m. Saturday to | a. m. Sunday, and from 1 p. m. to midnight Sunday. 


LICENSES AND TAXES 
Licenses 

Annual licenses are paid for by commercial dealers in liquor, beer, and wine, 
as follows: ! 








Outside city limits 
Inside city limits and within 2 miles 
outside city limits 


State County | City | State | County 


Beer: | | 
Retail off premises. ; ‘ 5. 00 | 5.00 | 10 
Retail on premises__---.-.--- 2. 50 | 12. 50 | 25 12. 50 


Beer-wine, retail seul : 15.00} 15.00 | 30 15. 00 


5.00 


Liquor (package stores only) - - - - és | $125.00 | $125.00 | $250 | $125. 00 
| 


None of the above licenses are paid for by the organizations surveyed. 


Taxes 


State and Federal taxes on alcoholic beverages are paid by the wholesalers and 
distributors and are passed on to commercial dealers and military clubs as part of 
the billing. Taxes are not separately stated on the invoice. 

Federal special tax for liquor dealers for the current year had not been paid. 
This was called to the attention of local internal revenue officials, and both the 
messes were billed for the $50 tax. 


Sales 


Bottle sales are made only to members of the messes. Sales over the bar are 
made to members and their guests. 


1 Cities and counties are permitted by State law to levy 50 percent of the prescribed State license. 
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Ge ne ral 


Supplies and equipment are bought with mess funds. Bars are operated by 
enlisted personnel on off-duty hours. They are paid 60 to 70 cents an hour not 
to exceed $90 a month. There was no evidence of any officer or employee improp- 
erly benefiting from the sale of alcoholic beverages at this base. 

Authority for the sale of liquor, other than tax-free beer (AFR 176-10), could 
not be located. 


Exuipit No. 50 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152-NO~-9 


REPORT ON AN INVESTIGATIVE SURVEY OF THE SALE oF ALcoHO.IC BEVERAGES 
oN GOVERNMENT RESERVATIONS, CARSWELL AIR Force Bass, Fort Worru, 
TEx. 

INTRODUCTION 
This report covers an investigative survey of the sale of alcoholic beverages 
at Carswell Air Foree Base, Fort Worth, Tex. Sales of liquor and beer over 
the bar are made in the commissioned officers’ open mess and the noncommis- 
sioned officers’ open mess. Bottle sales of liquor are made by package stores. 
Beer is sold by the base exchange. 


Procurement of liquor stocks 


A commissioned officer is assigned the full-time duty of managing the com- 
missioned officers’ mess, and a noncommissioned officer is assigned the full-time 
duty of managing the noncommissioned officers’ mess. The managers are re- 
sponsible for buying liquor stocks and for operating the bars and package stores. 
Stocks are bought from local distributors with mess funds. 


State liquor control 

The Liquor Control Act of the State of Texas provides, in part: 

(a) Alcoholic beverages, except beer, and wine of less than 14 percent alcoholic 
content, may not be sold by the drink over a bar. 

(b) Package stores may be licensed where permitted by local option. 

(c) Package stores may be open from 9 a. m. to 10 p. m. Monday through 
Saturday but may not open on Sunday or on primary or national election 
days. 

(d) Beer bars may operate from 7 a. m. to midnight Monday through Friday; 
7 a. m. Saturday to 1 a. m. Sunday; and from 1 p. m. to midnight Sunday. 


LICENSES AND TAXES 
Licenses 


Annual licenses are paid for by commercial dealers in liquor, beer, and wine, 
as follows: ! 





Outside city limits 
Inside city limits | and within 2 miles 
outside city limits 


| 
State County City | State | County 


j | 

Liquor (package stores only) - - $250 | $125.00 $125. 00 $250 | $125.00 

Beer: | | 

Retail off premises_.....-- 10 5. 00 5. 00 10 5. 00 
Retail on premises__.--.-.-..-- 2 | 12.50 12. 50 25 12. 50 

Beer and wine, retail. ..............--- 30 15. 00 15. 00 30 15. 00 


None of the above licenses are paid for by the organizations surveyed. 


Taxes 


State and Federal taxes on alcoholic beverages are paid by the wholesalers and 
distributors and are passed on to commercial dealers and military clubs as part 
of the billing. ‘Taxes are not separately stated on the invoice, 


1 Cities and counties are permitted by State law to levy 50 percent of the prescribed State license. 
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Federal special taxes on retail liquor dealers and retain dealers in fermented 
malt liquors had been paid. 


Sales 


Bottle sales are made by the package stores to members of the messes. Sales 
over the bar are made to members and guests. 


General 
Supplies and equipment are bought with mess funds. Bars are operated by 
enlisted personnel on off-duty hours and by civilians. Personnel, with the excep- 
tion of the managers, are paid from mess funds. There was no evidence of any 
officer or employee improperly benefiting from the sale of alcoholic beverages. 
Authority for the sale of distilled liquor on the base could not be located. 


Exursit No. 51 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152—-NO-7 


REPORT ON AN INVESTIGATIVE SURVEY OF THE SALE oF ALCOHOLIC BEVERAGES 
oN GOVERNMENT Reservations, Ke_tty Ark Force Base, San ANTONIO, 
Tex. 

INTRODUCTION 


This report covers an investigative survey of the sale of alcoholic beverages 
at Kelly Air Force Base, Tex.' Sales are made by clubs and the post exchange. 
The officers’ club and the noncommissioned officers’ club sell liquor, wine, and 
beer. The civilian club and post exchange sell only beer. 


PURCHASE AND SALE OF ALCOHOLIC BEVERAGES 
Purchases 


Purchases of alcoholic beverages for resale are made by designated individuals 
(usually the officer in charge, manager, or assistant manager). Liquor stocks 
and beer are purchased by direct delivery from wholesalers and distributors. 


Monthly payments for purchases are made from either club or nonappropriated 
funds. 


Sales and limitations 


Bottled liquors are sold in stores at the officers’ and noncommissioned officers’ 
clubs. Sales are for consumption off the premises, except in case of special enter- 
tainments, when liquor may be consumed at tables in the clubs. Individuals 
are not permitted to leave their purchase in the club overnight. Package sales 
at the officers’ club are limited to commissioned officer personnel of some branch 
of the military service, irrespective of post of duty, or to their dependents (with 
identification). Sales st the package store at the noncommissioned officers’ 
club are made only to members who are assigned to the installation. Sales 
at both package stores are intended for the personal use of the individual making 
the purchase. 

Mixed drinks, wine, and beer are dispensed over bars at the officers’ and non- 
commissioned officers’ clubs. Bar sales at the officers’ club are limited to com- 
missioned officers and their dependents, dependents of commissioned officers 
with identification, and guests when accompanied by an officer. Sales at the 
noncommissioned officers’ club bar are limited to club members, dependents, and 
accompanied guests. Commercial strength beer is sold at the civilian club over 
the bar and at tables. Sales are limited to members of the club and guests. 

Beer not exceeding 3.2 percent alcohol content is sold in case lots by the post 
exchange. Sales are limited to members of the military service having post- 
exchange privileges. 


Cost to the Government 


Civil-service and military personnel are not involved in procuring and dispensing 
alcoholic beverages, except during off-duty hours. Payments to them are made 
from nonappropriated funds, Officer personnel supervise the overall operations 
of the officers’ and noncommissioned officers’ clubs; but the time involved with 


1 The Texas Liquor Control _ art. I, sec. 3-2, (1), defines any beverage containing more than one-half 


of 1 percent of alcohol content as 


35810—54—pt. 3——-31 


coholic beverage. 
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alcoholic beverages is negligible. Equipment and operational costs connected 
with the dispensing of alcoholic beverages at the activities are paid from non- 
appropriated funds. 


Authority for sale of liquor on the reservation 

No general authority for the sale of liquor on the reservation was found. 
Authorizations have been made at base level at the direction or approval of the 
commanding general, Lt. R. K. Hardy, in charge of officers’ club, said that 
liquor was sold at the club by verbal order of the commanding general. Thx 
noncommissioned officers’ club was granted authority to operate a package store, 
effective March 11, 1952, by the base executive officer. 


TAX AND LICENSE 


Tax paid by dispensing activilies on reservation 
Federal retail dealers tax was paid by the activities for the current year, as 
follows: ? 


Officers’ club Z $72 


Noncommissioned officers’ club __ ; 100 
Civilian club . . oe 22 
The organizations do not pay city, county, and State licenses and fees. State 
taxes are included in the cost to the dispensing activity. 
Tax, license, and fees required of commercial dealers 
In addition to the Federal retail] dealers tax and State tax the following city, 
county, and State licenses and fees are required to be paid by commercial dealers 
in alcoholic beverages in this immediate area: 


Total 








Beer: 
Retail off premises 
Retail on premises 
Beer and wine, retail- 
Liquor aa 





COMPARISONS 


Authorized sales and hours of sale 

Texas law prohibits the sale of alcoholic beverages over bars, except beer and 
wine under 14-percent alcohol content. Package-store and bar sales may be 
made if permitted by local option. Hours when the sale of alcobolic beverages 
is permitted in Texas follow: 

Package stores: 9 a. m. to 10 p. m. Monday through Saturday. No sales 
Sunday or on primary and national election days. 

Bar sales: 7 a. m. to midnight Monday through Friday; Saturday, 7 a. m. to 
1 a. m. Sunday; Sunday, 1 p. m. to midnight 

Operations by the organizations involved are in compliance with State laws 
except for the following: 

(1) Bottled liquor is sold by noncommissioned officers’ club on Sundays. 

(2) Liquor and mixed drinks are sold over bars. 

(3) Sales are permitted on primary election days. 

(4) Bar sales commence at 11 a. m. on Sundays at the officers’ club and 9 a. m. 
at the noncommissioned officers’ club. 


Price range 

Bottled liquors at the clubs are marked up approximately 20 percent. Prices 
charged for bottled liquors, wine, and beer were found to be comparable with 
prices charged by commercial dealers in the San Antonio area.® 


GENERAL 


No instance was noted that profits on the sale of alcoholic beverages at the 
base accrued to an individual. Profits from sales by the clubs and the post 
exchange are retained by the respective organizations. 

2 Post-exchange records, maintained at another location, were not verified. 

3 Prices of 10 popular brands were compared with those of a nearby retail dealer, and the differential was 
negligible. 
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Exursir No. 52 


GENERAL ACCOUNTING OFrFicE, OFrrice OF INVESTIGATIONS 
Report No. I-18152—-NO-10 


REPORT ON AN INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES 
oN GOVERNMENT Reservations, Unirep Srares Navan Arr STATION, 
Dauuas, TEx. 

INTRODUCTION 


This report covers an investigative survey of the sale of alcoholic beverages at 
the United States Naval Air Station, Dallas, Tex. Liquor and beer are sold in 
the commissioned officers’ open mess and the chief petty officers’ open mess. 
seer is sold in the enlisted men’s club. 

State liquor control 

Che Liquor Control Act of the State of Texas provides, in part: 

I Alcoholic beverages, except beer, and wine of less than 14 percent alcoholic 
content, may not be sold by the drink over a bar. 

(b) Package stores may be licensed where permitted by local option 

Package stores may be open from 9 a. m. to 10 p. m. Monday through 

Saturday but may not open on Sunday or on primary or national election days. 

1) Beer bars may operate from 7 a. m. to midnight Monday through Friday; 
Saturday to 1 a. m. Sunday, and from | p. m. to midnight Sunday 


Procurement of liquor stocks 


Mess treasurers are appointed for a 2- or 3-month term of “additional duty”’ 
by the commanding officer, and they operate the bars and liquor stores. Supplies 
are bought from local distributors with mess funds Each bottle of liq ior 18 
stamped h a serial number and the notation “Naval Air Station, Dallas, Tex.,”’ 
when received by the messes, and a record is kept of the disposition of each bottle. 
Monthly inventories and reconciliations are made by a group appointed by the 


commanding officer. 


Dispensing Extent of sales 
Bottle sales are made only to members on active duty or retired personnel. 


Sales over the bar are made to members and to guests in their company, 


LICENSES AND TAXES 
Lice mses 


Annual licenses for commercial dealers in liquor, beer, and wine are as follows: ! 


Outside city limits 
Inside city limits and within 2 miles 
outside city limits 


County City | State County 


Liquor wckage stores only ae ican $250 $125. 00 $125. 00 $250 $125. 00 
Beer 


Retail off premises ‘uta nwt 10 5. 00 5. 00 0 5.00 
Retail on premises._... serkecten Fcadhouk 25 2. 50 12. 50 2! 12. 50 
' 
1 


Beer-wine retail x ‘ ‘a astddansitan . 15, 00 15. 00 


i} 


} 


None of the above licenses are paid by the organizations surveyed. 


Taxé 8 

State and Federal taxes on alcoholic beverages are paid by wholesalers and dis- 
tributors and are passed on to dealers and military clubs as part of the billing. 
Taxes are not separately stated on the invoice. 

Federal special taxes on retail liquor dealers and retail dealers in fermented malt 
liquors have been paid by the messes. 


Cost to Government 
Space occupied by the messes is furnished by the Government; cost of utilities 
is reimbursed. Payments for supplies, equipment, and payrolls are made with 


1 Cities and counties are permitted by State law to levy 50 percent of the State license; 
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mess funds. Four of the bartenders are enlisted men who work during off-duty 
hours. 


Benefits accruing to individuals 


There was no evidence that any officer or employee improperly benefited from 
the sale of alcoholic beverages in the messes. 


Authority 


Authority for the sale of alcoholic beverages on the station was found in the 
manual for commissioned officers’ messes ashore (1952 NAVPERS 15847), and 
Bureau of Navy Personnel regulations for chief petty officers’ messes and enlisted 
men’s clubs ashore. 


Exuisit No. 53 


GENERAL AccouNTING Orrick, Orrick OF INVESTIGATIONS 
Report No, I-18152—-NO-6 


Report OF INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES ON 
GOVERNMENT RESERVATIONS, UNITED States Navau AIR STATION AND 
AuxiLiary Srations, Corpus Curisti1, Tex., Kinasvin_4, Tex., AND CABANISS 
Frevp, Tex. 

INTRODUCTION 


This report covers an investigative survey of the sale of alcoholic beverages at 
the United States Naval Air Station, Corpus Christi, Tex., and auxiliary stations 
at Cabaniss Field and Kingsville, Tex. 

The following officers’ clubs, dispensing alcoholic beverages through package 
stores and bar sales, were covered by the survey: 

1. Commissioned officers’ mess (open), USNAS, Corpus Christi. 

2. Chief petty officers’ club, USN AS, Corpus Christi. 

3. Commissioned officers’ mess (open), Cabaniss Field. 
4. Chief petty officers’ club, Cabaniss Field. 
5. Commissioned officers’ mess (closed), Kingsville. 


6. Chief petty officers’ club, Kingsville. 
State liquor control 


The Liquor Control Act of the State of Texas provides, in part: 

(a) Aleoholic beverages, except beer, and wine of less than 14 percent alcoholic 
content, may not be sold by the drink over a bar. 

(b) Package stores may be licensed where permitted by local option. 

(c) Package stores may be open from 9 a. m. to 10 p. m. Monday through 
Saturday but may not open on Sunday or on primary or national election days. 

(d) Beer bars may operate from 7 a. m. to midnight Monday through Friday: 
7 a. m. Saturday to 1 a. m. Sunday, and from 1 p. m. to midnight Sunday. 
Operating hours of clubs 

Several of the club package stores were found to be open for business at hours 
contrary to the State liquor control act as follows: 

(a) Officers’ club, Corpus Christi: To 1 a. m. Sunday: Sunday, 5 p. m. to 
11 p. m. 

(b) Officers’ club, Cabaniss Field: To 1 a. m. Sunday; Sunday, 5 p. m. to 
11 p. m, 

(c) Chief petty officers’ club, Cabaniss Field: To 1 a. m. Sunday; Sunday, 
noon to 11 p. m. 

(d) Chief petty officers’ club, Kingsville: To 11 p. m. Saturday; Sunday, 
1 p. m. to 10 p. m. 
Procurement of liquor stocks 


Stocks are purchased from distributors and wholesalers in Corpus Christi, Tex. 
(State law prohibits purchases direct from distilleries and breweries). The sup- 

lies are bought only by club officers or managers by formal purchase orders. 
Proieerien are made by vendors to the clubs, and payment by the clubs is made 
monthly, by check, from club funds. 
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Dispensing 

Alcoholic beverages are sold through package stores and by the drink over the 
bar. So-called bottle clubs are not permitted. Bottles purchased at club pack- 
age stores may be used on club premises, but they may not be left at the bar or 


elsewhere in the club when the purchaser leaves. All sales at package stores and 
bars are for cash. 


EXTENT OF SALES 


Sales at package stores and bars are restricted to the following: 
Officers’ clubs 


Package stores: (1) Active and retired naval officers; (2) naval officer candidates. 

Bars: (1) Active and retired naval officers; (2) active Naval Reserve officers; 
(3) naval cadets; (4) guests of (1) to (3). 
Chief petty officers’ clubs 

Package stores: (1) Active and retired chief petty officers and equivalent rank 
of other armed services. 

Bars: (1) Active and retired chief petty officers and equivalent rank of other 
armed services; (2) WAVES; (3) guests of (1) and (2). 

Guests may not purchase from package stores, and authorized patrons of pack- 


age stores may not buy for guests. Guests are not permitted to patronize a bar 
except with an authorized patron. 


LICENSES AND TAXES 
Licenses 


Annual licenses for commercial dealers in liquor, beer, and wine are as follows: ! 





Outside city limits 
Inside city limits and within 2 miles 
outside city limits 


State County City State | County 


Liquor (package stores only) - - $125.00 | $125.00 $250 $125. 00 
Beer: 
Retail off premises... ......--..-.---25.5+-4-- 5.00 5.00 10 5.00 


Retail on premises_. withelann 12. 50 12, 50 25 12. 50 
Beer-wine retail 15. 00 15. 00 30 15. 00 


None of the above licenses are paid by any of the organizations surveyed. 
Taxes 


State and Federal taxes on alcoholic beverages are paid by wholesalers and dis- 
tributors and are passed on to commercial dealers and military clubs as part of 
the billing. Taxes are not separately stated on the invoice. 

Federal special taxes on retail liquor dealers and retail dealers in fermented malt 
liquors are paid by commercial dealers and the military clubs. Increased Federal 
taxes on alcoholic beverages ? have been paid by the clubs, 


COST TO GOVERNMENT 


In all of the clubs except one’ it was found that dispensing of alcoholic beverages 
at package stores and bars was done by civilian (non-civil-service) employees of 
the club and by military personnel employed during off-duty hours. Employees 
were paid from club funds. 

Club fixtures and equipment are owned by the clubs, and maintenance and 
utilities above normal requirements are paid from club funds, 

Except for the case noted, there were no indications that the dispensing of al- 
coholic beverages resulted in expense to the Government, 


1 Cities and counties are permitted by State law to levy 50 percent of the prescribed State license. 
? Internal Revenue Act of 1951. 
3 At the commissioned officers’ mess (closed), Kingsville, Donald Lawrence, ADAN, was assigned during 
regular duty tour to make sales from the club package store 314% hours per week in violation of NAVPERS 
5847, sec. 2, par. 408. The violation was brought to attention of Captain Dyson, Chief of Staff, who prom- 
ised immediate correction. 
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BENEFITS ACCRUING TO INDIVIDUALS 


Alcoholic beverage operations are such that an individual probably could not 
profit from his position. 

Each bottle of liquor is labeled with a serially numbered decalcomania, and 
identfying number is used in charging stocks to the bar and to the package store, 
When a sale is made from the package store the decalecomania number and the 
purchaser’s club card number are recorded on a serially numbered register sale 
slip, which is signed by the purchaser with the following declaration: 

“T hereby agree that the alcoholic beverages purchased by me from (name of 
club) will not be resold or exchanged, and will not be transported off the property 
over which the Navy has jurisdiction except in accordance with the laws of the 
State, District, Territory, or county into which said alcoholic beverages are 
removed, and then only when permitted by cognizant authority.” 

The decalcomania system is used in all clubs. In some clubs a bottle slip bear- 
ing the same declaration and requiring the purchaser’s signature is used in place of 
the register slip. 

The register sale slips and the bottle slips are used in posting perpetual inventory 
cards. Inventory of the bar stock is made daily by the club officer or an assistant, 
and package store stocks are inventoried monthly by an inventory board. 


Enlisted men’s clubs 

Clubs for enlisted personnel are permitted to sell beer and ale of commercial 
strength. Sales are only over the bar and are limited to enlisted personnel and 
their dependents. Procurement and payment procedures are the same as that of 
the officers’ clubs. 

Federal special tax for retail dealer in fermented malt liquors and floor stocks 
taxes are paid by the clubs. 

Dispensing of beer and ale is done by enlisted personnel (during off-duty time) 
or non-civil-service civilian employees paid from club funds. 


Navy exchange 

The exchange operates stores at the three locations previously referred to. 
Only beer and ale of commercial strength are sold. Sales are by case lot and at 
snack bars. Procurement is through regular exchange purchase channels. Only 
civilian employees, paid by the exchange, are employed to sell beer and ale. 

Federal special tax on retail dealer in fermented malt liquors is paid. However, 
the floor stocks tax‘ was not paid. Examination of exchange files showed that 
journal voucher No. 115 was entered in November to set up the amount of floor 
stocks tax due. This entry was reversed in December 1951.5 


AUTHORITY FOR SALE OF LIQUOR 


Sale of alcoholic beverages on stations is authorized as follows: 
1. United States Naval Air Station, Corpus Christi: NASCORPC 10100.1C.° 
2. Cabaniss Field: Officers’ club, NAVPERS 15847.? 
Chief petty officers’ club.® 
3. Kingsville: NAAS instruction 5510.7.° 


GENERAL 


A comparison was made of liquor prices charged by the clubs and three com- 
mercial package stores. The result showed the average differential to be approxi- 
mately 5 percent in favor of the commercial dealers. 

The commanding officer of Cabaniss Field said that he understood (hearsay) 
that the 8th Naval District proposes action to exempt Navy clubs from paying 
State taxes on alcoholic beverages. 


4 Internal Revenue Act of 1951. 

5 SAN DC No. 74, U. 8, Navy Ship’s Store Headquarters Advisory Notice of Dec. 28, 1951, and authority 
for notice, Circular Letter No. 52-26, exhibits Nos. 1 and 2. 

* Exhibit No. 3. 

7 Bureau of Naval Personnel, Regulation for Commissioned and Warrant Officers’ Messes, ch. 10, 1001. 
Sale of alcoholic beverages. . 

8 ——_ of Chief, Naval Air Advanced Training, dated Jan. 12, 1949 (not available for exhibit), 

* Exhibit No. 4, 
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U.S. Navy Suip’s Store OFFrice 
DeEcEMBER 28, 1951. 
To: Navy Exchange Officer, NAS Corpus Christi, Texas, 080-060. 

The comments made herein are a result of the central office audit of subject 
documents. Any necessary adjustments have been made unijess otherwise noted. 
It is requested that the Exchange records be revised accordingly or an explana- 
tion of reason for nonconcurrence be forwarded. Use reverse side of this form for 
advice of action taken and forward one copy to the audit section of the Navy 
Ship’s Store Office. 


Audit Clerk: /s/ M. R. R. Division Manager: /s/ J. L. Bowen. 
Document: Journal Voucher No. 115. 
Dated: November 1951. 

Apvisory Notice 


Ref: (a) Cireular letter No: 52-26. 
(b) NSSO Speedletter L14 dated October 26, 1951. 

It is advised that NSSO has voided subject journal voucher which debited 
Acct. 121 K4—K5 and credited Acct. 218, inasmuch as it is not in accordance with 
instructions contained in reference (a) (b). The only accounting action necessary 
was to take a phvsical inventory of the floor stock in the retail department which 
was on hand as of November 1, 1951, and to issue a Mark On for one penny (1¢) per 
package of cigarettes on hand as of November 1, 1951. 


JANUARY 2, 1952. 
From: Navy Exchange Officer. 
To: Officer in Charge, U. 8. Navy Ship’s Store Office, Brooklyn, N. Y. 
1. A memo journal voucher will be submitted with December statements to 
clear the amount as set up in account No. 218. The December 25, K—4 and K-5 
Inventories of Main and Branch Exchanges were revised to eliminate the 7¢ a can 


tax from the cost price of beer. Acs 
W. K. Mostey. 


U. 8. Navy Surp’s Store Orrice, 
Brooklyn 32, N. Y., October 26, 1951. 
CrrcutaR Lerrer No. 52-26, 
From: Officer in Charge. 
To: Distribution List. 
Subj: Tax Changes Effected by the Revenue Act of 1951 


1. The following is a summary of tax changes effected by the Revenue Act of 
1951: 


f. Floor Stocks Taxes.—Taxes re imposed under various sections of the Revenue 
Act of 1951 on floor stocks of cigarettes, distilled spirits, imported perfumes, 
wines and fermented malt liquors (beer) held by any person on November 1, 1951. 
Floor stocks taxes similar to the above have in the past been held to be inapplicable 
to Navy Exchanges and other Government instrumentalities. Accordingly, ad- 
dressees will make no tax returns or payments on such floor stocks. However, 
addressees located in continental United States, District of Columbia, Alaska, 
and Hawaii shall take an inventory as of November 1, 1951, of all of the above 
items—namely, cigarettes, distilled spirits, imported perfumes, wines, and beer. 

J. L. Herurny. 
J. V. Moore. 
(By direction). 


U. 8. Navat Arr Station, 
Corpus Christi, Texas, June 8, 1958. 

NASCORPC Instruction 10100.1C. 
From: Commanding Officer, Naval Air Station, Corpus Christi. 
To: Distribution. 
Subj.: Alcoholic Beverages. 

1. Purpose.—To set forth regulations on possession, sale, transportation, and 
consumption of alcoholic beverages on this station by officers, enlisted personnel, 
and civilian employees. 
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2. Cancellation —NASCORPC Instruction 10100.1B is hereby canceled. 

3. Sale of Alcoholic Beverages.—Sale of alcoholic beverages aboard this Station 
to minors, to members of the duty section, to restricted men, to prisoners-at-large 
and to enlisted patients of the U. 8. Naval Hospital not on authorized liberty 
and not having authorized U. 8. Naval Hospital Patients’ liberty card in their 
possession is prohibited. Ali sales of alcoholic liquors shall be made in compliance 
with local and state laws. Subject to the above restriction, the sale of alcoholic 
beverages is permitted as follows: 

(a) The Commissioned Officers’ Mess (Open) may sell alcoholic beverages and 
package liquors to authorized patrons. 

(b) The Chief Petty Officers’ Mess (Open) may sell alcoholic beverages and 
package liquors to authorized patrons. 

(c) The Enlisted Men’s Club may sell beer and ale of regular commercial 
strength to authorized patrons, except those under 21 years of age, for consump- 
tion within the establishment. 

(d) The Navy Exchange and Marine Post Exchange may sell beer and ale of 
regular commercial strength to military personnel, except those under 21 years of 
age, for consumption within the establishment. The Navy Exchange and Marine 
Post Exchange may sell packaged beer to officers, to chief petty officers, and to 
other enlisted personnel residing in quarters (EMH) aboard this Station, except 
those under 21 years of age. 

4. Transportation of Alcoholic Beverages——The transportation of alcoholic 
beverages aboard this Station is prohibited with the following exceptions: 

(a) By local commercial distributors delivering it to messes, clubs, and ex- 
changes mentioned in paragraph 3 above. 

(b) By officers and chief petty officers transporting it to their quarters, 

(c) By other enlisted personnel living in quarters (EMH) aboard this station 
transporting it to their quarters. 

(d) By civilian personnel residing in public quarters aboard this Station trans- 
porting it to their quarters. 

5. Possession and Use of Alcoholic Beverages —The possession or consumption 
of beer and ale of regular commercial strength is authorized in the Navy Exchange, 
Marine Post Exchange, and Fnlisted Men’s Club. The possession or consump- 
tion of alcoholic liquor elsewhere on this Station is prohibited except in the follow- 
ing places: 

(a) Officers’ quarters and those public quarters, other than barracks, assigned 
to civilian employees and enlisted personnel. 

(b) Commissioned Officers’ Mess (Open). 

(c) Chief Petty Officers’ Mess (Open). 

6. Consumption, Possession, and Purchasing of Alcoholic Beverages.—Alcoholic 
beverages may be consumed, purchased, and possessed by authorized patrons 
and bona fide guests within the clubs, messes, exchanges, and quarters where the 
possession or sale is authorized. The purchase, possession, or consumption of beer 
or other alcoholic beverages, by minors (persons under 21 years of age) is pro- 
hibited on the Station. 

7. Identification of Enlisted Personnel Residing in Quarters.— Enlisted personnel 
residing in quarters aboard this Station may be identified by the words “Civilian 
Clothes” and the EMH number stamped on the backs of their liberty cards. 

L. 8. Price, Acting. 


DIsTRIBUTION 
List II 


U. S. Navaut Auxiuiary Arr StTaTIon, 
Kingsville, Texas, January 25, 1952. 
NAAS Instruction 5510.7. 
From: Commanding Officer. 
To: Naval Auxiliary Air Station. 
Subj: cae Possession, Transportation, Use, and Consumption of Intoxicating 
siquors. 
Ref: (a) BuPers Regulations for Commissioned and Warrant Officers Messes 
Ashore (NavPers 15782). 
(vb) BuPers Regulations for Chief Petty Officers’ and Enlisted Men’s 
Messes Ashore (NavPers 15800). 
(c) Navy Exchange Manual. 
(d) NAAS Instruction 4066.1. 


1. Purpose—This Instruction promulgates regulations governing the sale, 
possession, transportation, use and consumption of intoxicating liquors. 
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2. Cancellation.—Station Order 15-51 is canceled this date. 

3. Definition.—For the purpose of this InstrucTIoN there is no distinction 
between the words “Alcoholic Beverages’ and ‘‘Intoxicating Liquors’’, as both 
are intended to mean any type of liquors referred to in which there is an alcoholic 
content. 

4. Regulations.— 

(a) Possession, sale, consumption, use, or transportation of intoxicating liquors 
on this station is forbidden except for authorized medical purposes as set forth 
in this INsTRUCTION. 

(6) Regulations for COM (Closed): The COM (Closed) may sell alcoholic 
beverages as outlined by reference (a). The sale of alcoholic beverages to be 
transported off the station for consumption is authorized. The sale of alcoholic 
beverages to members of the COM (Closed) who are residents in public quarters 
for consumption in the quarters of the purchaser is authorized. 

(c) Regulations for CPO Mess (Open): The CPO Mess (Open) may sell 
alcoholic beverages as outlined by reference (b). The sale of alcoholic beverages 
to be transported off the station for consumption is authorized. 

(d) Regulations for Enlisted Men’s Mess (Open): The EM Mess may sell beer 
of commercial strength under regulations as outlined by reference (b). The sale 
of beer at commercial strength to be transported off the station for consumption 
is authorized. 

(e) Regulations for Navy Exchange: The Navy Exchange may sell beer of 
commercial strength under regulations as outlined by references (c) and (d). 
The sale of beer of commercial strength to be transported off the station for con- 
sumption is authorized. 

(f) General Regulations: 

(1) Hours of sale: The sale of intoxicating liquors by any activity within this 
Commend prior to secure on normal working days is forbidden except to be trans- 
ported off the station to be consumed. 

(2) No intoxicating liquors of any kind will be purchased, consumed, trans- 
ported, or used in any way by members of the duty sections, restricted men, 
prisoners, or by minors. In conjunction therewith, no person shall give to, 
purchase for and/or sell to a minor any alcoholic beverages. 

(3) Reference (b) provides that no person in the naval service under 21 years 
of age shall be employed, or detailed as a bartender or dispenser of alcoholic 
beverages including beer. 

(4) Should the occasion arise for a medical examination of any person suspected 
of violating the provisions of this Instruction, a statement from the Medical 
Officer to the effect that a man is or is not under the influence of intoxicating 
liquors or beverages shall be made, in writing, immediately following the examina- 
tion and submitted to the Officer of the Day and the Legal Officer. 

(5) This Instruction shall not be interpreted to conflict with any of the 
provisions of references (a), (b), (c), and (d). 

F. R. Jones. 


Exursit No. 54 


GENERAL AccouNTING OrFicr, Orrick OF INVESTIGATIONS 
, 
Report No. I-18152—-DN-1 


Report oF INVESTIGATIVE SURVEY OF THE SALE oF ALCOHOLIC BEVERAGES 
ON GOVERNMENT RESERVATION AT UTAH GENERAL Depot, DEPARTMENT 
oF THE ARMY, OGDEN, UTAH. 


INTRODUCTION 


The Utah General Depot, a Department of the Army installation, is located about 
2 miles west of Ogden, Utah. Personnel consists of 269 military and 2,969 civilian 
employees. 

he officers’ mess is the only place on the depot where alcoholic beverages are 

dispensed. Alcoholic beverages are purchased, stored and dispensed by an 
organization known as the locker fund. 

Capt. N. F. Tausch was serving in the capacity of locker fund officer at the 
time of survey. 
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LOCKER FUND 


A letter dated April 27, 1951, released by the Office of the Adjutant General 
of the Army, suggested a method of dispensing liquor at officers’ clubs and messes 
at Army installations without violating the provisions of section 38 of the act of 
February 2, 1901 (Canteen Act).! 

An activity to be known as the post officers recreation group was established 
at Utah General Depot by General Orders No. 11, dated April 9, 1952, and the 
name of the activity was changed to locker fund, Utah General Depot, by General 
Orders No. 4, dated February 17, 1953.2 

The locker fund now operates under a revised constitution, adopted May 1, 
1953, and related bylaws.’ 

The governing body of the locker fund is a council elected by the members; 
active management is vested in a locker fund officer appointed by the depot 
commander. 

Membership in the locker fund activity is voluntary. Any member of the 
officers’ mess is eligible to join and may do so by depositing $15 in the locker fund 4 
and executing a form ® authorizing the Secretary of the officers’ locker fund 
(actually the locker fund officer) to act as his agent and attorney to purchase 
alcoholic beverages. Liquor of the preferred type and price is purchased by the 
locker fund officer as agent for the member. 

Liquor is purchased directly from the distiller or principal distributor, and the 
records show that purchases have been made only from the following sources: 

National Distillers Products Corp. 
Schenley Distributors, Inc. 
Joseph Seagram & Sons Co. 
Hiram Walker Distillers 

Brown Vintners Co., Inc. 

No beer or ale is purchased or handled by the locker fund. 

Liquors and wines are ordered in the name of and shipped to the officers’ locker 
fund. When received, they are stored in a small room in the officers’ mess 
quarters until delivery is requested by the member. 

The locker fund has 107 members at the present time. 

Inventory (dollar value) is limited to the total amount of members’ deposits. 
On February 3, 1953, the council advocated establishment of a cash reserve equal 
to membership deposits, to be accumulated at not to exceed $25 a month, pursuant 
to a recommendation of Sixth Army auditors. The reserve was established and 
as of May 14, 1953 had reached $100. 

The locker fund accumulates a surplus through markup on bottle sales at the 
rate of 50 cents a bottle on distilled liquor and 25 cents a bottle on wines. A 
markup of 10 percent is assessed on case lot sales. No markup is charged on 
liquor issued for bar use. 

A considerable portion of the surplus has been used to help defray operating 
expenses of the officers’ mess. The locker fund officer said that because of the 
small membership, the mess would have difficulty in operating without financial 
assistance from the locker fund. 

SALES 


Bottle sales (the locker fund officer referred to deliveries to members as sales) 
are made only to members of the locker fund.® 

Regular bottle sales are made from 4:30 to 6 p. m., each Monday, Wednesday 
and Friday. In addition, a box containing about 12 bottles of assorted brands is 
kept behind the bar for sale to identified members any time the bar is open. This 
stock is kept separate from bar stock, and proceeds from sales are kept separate 
from bar collections. An extra charge of 25 cents a bottle is made on such sales, 
the extra charge accruing to the officers’ mess. 

Bottle sales are accomplished by means of a liquor purchase request.’ The 
request must be accompanied by cash in the full amount of the purchase, no credit 
sales being permitted. 

Prior to March 1, 1953, the mess officer made physical purchases of liquor 
from the locker fund for bar use. Under the present system, recommended by 


1 Exhibit 1. 
2 Exhibits 2 and 3. 
3 Exhibit 4 
4 The deposit is returned when membership is discontinued. 
§ Exhibit 5. 
6 A temporary membership is issued on request to any officer on temporary duty of not more than 2 weeks 
at the copet if the transient is a member of a similar organization at his permanent duty station. 
Exhibit 6. 
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representatives of the inspector general, the mess officer executes a form ® request- 
ing the issuance of liquor for bar use and signs a receipt for the amount issued 
and the value thereof. 

It has been estimated that 43 percent of the prices charged for mixed drinks 
represents the cost of the liquor and 57 percent represents the cost of personal 
services, mixers, ice, etc. Sales of mixed drinks are recorded on a departmental- 
ized cash register. [ifty percent of the proceeds of each day’s mixed drink sales 
is turned in to the locker fund; the remainder is turned back to the officers’ mess 
as a service charge at the end of each month. 

The bar is open regularly from 4:30 to 6 p. m., Monday through Friday, and 
from 3 to 6 p. m., Saturday and Sunday. On party nights the closing time is 
12:30 a. m. 

Bar sales are also theoretically restricted to locker fund members, but it was 
intimated that guests are permitted to pay for drinks when in the company of 
members. 

IMPACT ON FEDERAL, STATE, OR LOCAL TAX STRUCTURES 


Federal 
The operation of the locker fund at this depot has no adverse effect on the 


Federal tax structure. Occupational taxes required of retail dealers in liquor by 
chapter 27 of the Internal Revenue Code have been paid through June 30, 1953. 


State 

The transportation and sale of intoxicating liquors in Utah are supervised by 
the State liquor control commission. No wholesale liquor dealers operate 
within the State; the Commission handles all liquor sales through State liquor 
stores or package agencies, at a 55 percent markup on retail liquor sales and a 45 
percent markup on wines. 

The sale of liquor for consumption on the premises is illegal; however, the 
secretary of state has chartered some private locker clubs. 

The State derives no revenue from liquor sales on Federal reservations, but 
according to Chas. H. Foote, commissioner, and Marie 8. Pyper, secretary, the 
State liquor control commission claims no jurisdiction over sales of liquor on 
military installations. This position is further evidenced by letter dated February 
7, 1952, from a former commissioner to depot officials.® 


Local 


Local authorities issue licenses for the sale of 3.2 beer, but beer and ale are 
not handled by the locker fund activity and this point is not involved. 


cost TO GOVERNMENT 


Purchases, sales and bar issues of liquor are made by Capt. Norman F. Tausch, 
locker fund officer. His regularly assigned duty is that of intelligence officer. 
Captain Tausch estimated that he devotes an average of about 2 hours a day to 
his duties as locker fund officer. Mrs. Tausch assists with the bookkeeping and 
other office work, but she receives no compensation. A corporal, who works at 
the officers’ mess, while off duty, occasionally helps in unloading and storing 
liquor, but his services are not rendered during his assigned duty hours. 


IMPROPER BENEFITS TO FEDERAL OFFICERS OR EMPLOYEES 


Internal controls appear adequate to preclude the accrual of improper benefits 
to any Federal officer or employee through the operation of the locker fund. 

A monthly inventory is taken and certified by a disinterested officer. The 
locker fund officer prepares a monthly financial statement less ' for submission to 
the council. The accounts of the locker fund officer are audited by Sixth Army 
auditors. The activity has been scrutinized by representatives of the inspector 
general. Selling prices are posted in the storeroom. 

Miss Marie 8. Pyper, secretary of the State liquor control commission, said 
that resale of liquor purchased on Federal reservations has never been a problem 
in Utah. She recalled one instance that occurred at Fort Douglas, Salt Lake 
City, several years ago, but she said that she knew of no similar violations at 
Utah veneral depot. 

§ Exhibit 7. 


* Exhibit 8, 
1 Exhibit 9. 
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AUTHORITY FOR THE SALE OF LIQUOR ON THE RESERVATION 


The letter of April 27, 1951, from the Office of the Adjutant General of the Army, 
and Depot General Orders less " were cited as the authority for the sale of liquor on 
the reservation. 

No State authorization is required, as the State has disclaimed jurisdiction 
over liquor sales on Federal military reservations. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE ADJUTANT GENERAL, 
Washington 25, D. C., April 27, 1951. 


Subject: Method of Dispensing Intoxicating Liquor at Officers’ Messes. 
To: Commanding General, First Army, Governors Island, New York 4, New York. 


1. The Department of the Army has been exploring ways and means of handling 
the liquor situation at military installations where Section 38 of the Act of 2 
February 1901 (the Canteen Act) may apply, without violating the provisions 
thereof. Officers of The Judge Advocate General’s Office have studied several 
techniques that have been evolved and have devised a system which involves the 
group purchase and storage of liquor and the dispensing of same on a chit basis. 
The salient features are that the liquor is bought and paid for in advance; the 
liquor purchased may be consumed drink by drink on the presentation of a valid 
chit for the amount and type credited to the individual and separate payment is 
made for mixes and services. 

2. The Judge Advocate General is of the opinion that if this system, the details 
of which are set out in inclosure hereto, is strictly followed, no violation of the 
Canteen Act will be involved. Further, the plan has been cleared in advance 
with the Collector of Internal Revenue, who I understand, will inform local revenue 
agents in order to obviate conflict with those officials in the field. 

3. It is not the intention of the Department of the Army in any manner to urge 
adoption of a chit system which will permit the dispensing of individual drinks 
and you are free to pursue other methods provided such are not contrary to the 
Canteen Act. If a chit system is used which permits the dispensing of individual 
drinks at military premises, it is desired that the procedures set forth in the 
inclosure hereto be followed precisely without local variation. 

By ORDER OF THE SECRETARY OF THE ARMY: 


/s/ WM. E. BERGIN 
Major General, USA 
Deputy The Adjutant General. 

For: EDWARD F. WITSELL 

Major General, USA 
The Adjutant General. 

/s/ L. P. HUGHES, Lt Col, QMC 
Depot Property Officer. 


N. F. Tauscn, 
Capt., Armor. 


This is a certified true copy. 


Officers’ Clubs and messes located on an Army installation within the United 
States and its territories may, with the approval of the commanding officer of 
such installation, appoint one member thereof as Locker Officer. The Locker 
Officer will be authorized to establish a list of spirituous liquors (including wine) 
by brand and purchase price (including all applicable taxes) and to fix the date 
upon which he will make purchases thereof as agent for any member of the club 
or mess interested. Members of such club or mess who may wish to utilize such 
Locker Officer as their agent will designate to him the brand of liquor so listed 
that they desire and will deposit with him the full purchase price of the liquors 
designated. 

Thereupon the Locker Officer, as agent for such member, will purchase and, 
out of such deposits only, pay for, prior to delivery thereof upon the Army installa- 
tion concerned, the liquor for which payment has been made by the member 
concerned. The liquor so purchased, when delivered to the Locker Officer, will 
be stored in facilities to be provided by the club or mess, such facilities to be under 
the jurisdiction of the Locker Officer and to be such as will reasonably insure the 
safe keeping of such liquor. 


« ™ See locker fund, p. 1-2. 
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The Locker Officer will thereupon issue to the member concerned a book, or 
books, of chits, each book to represent a specific quantity of the amount of liquor 
purchased by such member, and each chit to present one and half ounces of such 
liquor. Each book shall bear the name of the member and shall designate the 
brand of liquor represented by such book. Thereupon, the member may withdraw 
all or any part of the liquor represented by his book of chits by presenting chits 
to such club or mess attendants as may be duly designated by the Locker Officer. 
The Locker Officer will make such liquor available for withdrawal or consumption 
by the owner thereof in accordance with such rules and regulations as may be in 
effect with respect to the operation of the club or mess not inconsistent with any 
provision of this regulation. 

Replacement of liquor will be accomplished by the identical procedure prescribed 
for initial purchases and no book of chits will be issued or received prior to the 
delivery to and the storage by the Locker Officer in the facilities provided for such 
purpose of the liquor represented by such book. 

A member of the club or mess may tender to the Locker Officer amounts of 
liquor personally lawfully acquired and owned by such member in exchange for 
an appropriate book of chits, such liquor to be placed in storage under the super- 
vision of the Locker Officer for withdrawal by the owner as though originally 
purchased by the Locker Officer. 

At the time of withdrawal for consumption of the liquor, the owner thereof 
may pay such charges in cash, or otherwise as are determined by the club or 
mess to be appropriate to pay for the service of nonintoxicating ingredients to 
be consumed by the owner with his liquor. 

No chits may be sold, transferred, or redeemed in cash. 

The commanding officer of the installation will require each club or mess to 
promulgate regulations designed to effectively prevent the use of chits by a person 
other than the member to whom such chits were originally issued. 


Uran GeneraAL Depot, U. 8S. Army 


OGDEN, UTAH 


GENERAL ORT 


GO Ap O59 
No. 11 9 APRIL 1952. 


Post Orricers’ RECREATIONAL GROUP 


1. The verbal orders of the Commanding Officer of 13 February 1952 are hereby 
confirmed and made of record. Under authority contained in par 18d, AR 210-50, 
29 May 1951, an activity is established to be known as 

Post Officers’ Recreational Group 
Utah General Depot 
Ogden, Utah. 

2. The group will be comprised of members of the Utah Genera! Depot Officers’ 
Open Mess. 

3. A custodian will be appointed by the depot commander to administer the 
funds in connection therewith. 


By OrpER oF CoLONEL URWILLER: 


OFFICIAL: B. G. IRBY 
Captain, QMC 
Adjutant 
nerenin 
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Uran GeneraL Depot, U. 8S. Army 


OGDEN, UTAH 


GENERAL Pager ot 17 Fesrvuary 1953. 


NUMBER 4 
REDESIGNATION OF Post OrricerRs’ RECREATIONAL GROUP 


So much of General Orders No. 11, this headquarters, 9 April 1952 as reads: 

Post Officers Recreational Group 
Utah General Depot 
Ogden, Utah 

is amended to read: 
Locker Fund 
Utah General Depot 
Ogden, Utah 


By OrpER oF COLONEL SKINNER: 


OFFICIAL: B. G. IRBY 
Captain, QMC 
Adjutant 
DISTRIBUTION: 
B 
Sixth Army 4 
Audit Agency 2 


ConstituTION oF Locker Funp, Utan Generat Depot, Ocpen, Utran, May 
1, 1953 
’ 


ARTICLE I 
NAME AND PURPOSE 


This organization shall be known as the officers’ locker fund, Utah General 
Depot, Ogden, Utah, per General Order No. 4, Utah General Depot, dated 
February 17, 1953, for the purpose of controlling the purchase and sales of liquors 
to members of the locker fund, dispensed or consumed over the bar in the Utah 
General Depot officers’ open mess. 


Artic.Le IT 


MEMBERSHIP 


Section 1. (a) Membership will be on a voluntary basis. 

(b) Membership will be extended to all members of the officers’ mess, Utah 
General Depot. 

(c) Membership may be denied or withdrawn from members under such con- 
ditions as prescribed by the council and affirmed by the depot commander. 


ArtIcLeE IIT 
OFFICERS OF THE COUNCIL 
Section 1. The officers of the council shall be: 
(a) Three officers consisting of: A chairman, A member, A recorder. 
(b) Term of office for the council members will be for a 6-month period. 
(c) Locker fund custodian officer will be appointed by the depot commander. 
(d) Members of the council or the locker fund officer shall be officers on active 


duty at this installation. Elective officers to the board of governors officers’ 
mess will not serve on the council or act as locker fund custodian officer. 


ArTICLE IV 


COUNCIL AND OFFICERS’ LOCKER FUND CUSTODIAN OFFICER 


Section 1, Duties of the council are: 

(a) Recommend improvements in the operation of the locker fund. 

(b) Supervise the functions of the locker fund custodian officer to insure that 
all receipts and distribution of monies and supplies for which he is responsible are 
properly accounted for. 
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(c) Inspect the locker fund records each month, and submit a report to the 
Depot Commander as to its conditions and make recommendations, accompanied 
by a monthly status report. 

Section 2. Duties of the locker fund custodian officer: 

(a) Act as agent for the individual members of the locker fund in the storage and 
dispensing of liquor. 

(b) He will be responsible to the depot commander for the proper administra- 
tion of the fund and formulation of procedures consonant with the desires of the 
council. 

ARTICLE V 


MEETINGS OF THE MEMBERS 


Section 1. The active membership of the locker fund shall meet at a genera! 
meeting on the last Wednesday of March and every succeeding 2 months, and to 
elect membership to the council for the ensuing 6 months and to transact such 
other business that may come before it. 

Section 2. Monthly meetings of the council and any special meeting shall be 
held at the call of the chairman. 

Section 3. Special meetings of the locker fund may be called any time by the 
council and must be called upon the written request of 10 percent of members of 
the group. 

Section 4. Fifty-one percent of the membership shall constitute a quorum 
for the transaction of any business before any general meeting. 


ArticLe VI 
POWERS OF THE LOCKER FUND MEMBERS 


Section 1. The locker fund members may adopt such bylaws prescribing 
initiation fees, dues, penalties, assignment, qualification and election for member- 
ship, rules of order, etc.; as it shall consider proper for the government of the 
locker fund, provided such bylaws shall not contravene this constitution, current 
army regulations, or other directives that may be applicable. 


ArTIcLe VII 
AMENDMENTS 


Section 1. Amendments to the constitution may be proposed in writing prior 
to a general meeting by any member and may be incorporated into the constitu- 
tion if approved by a two-thirds vote of the quorum. 

SecTion 2. Bylaws to this constitution may be proposed by any member and 
may be incorporated into this constitution if approved by a majority vote of the 
quorum. 


By-Laws or Orricers’ Locker Funp, Uran GENERAL Depot, OcpEN, UTAH 
ARTICLE I 


MEMBERSHIP 

Section 1. Membership Fees: 

(a) Membership fees for the officers’ locker fund will be fifteen ($15) dollars. 
This fifteen ($15) dollar fee will be returned to the member when membership is 
discontinued. 

ARTICLE I] 


ACCOUNTING 


Section 1. Accounts kept by the fund will be separate and distinct from those 
of the officers’ mess. Accurate accounts will be kept of all transactions and will 
reflect the following information: 

(1) Cash on hand 

(2) Inventories 

(3) Financial statement 

(4) Statement of profit and loss 
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Artic LE III 
FINANCE 


Secrion 1. Any dividends derived from this group may be donated to any 
organization eligible to receive such donations upon recommendation by the 
Council and approval of the Depot Commander. 


OrricEerRs’ Locker Funp 
Uran GENERAL Depot, UNrTep States ARMY 


PURCHASE AGREEMENT 


Date 


I hereby appoint-- at tints dinineai> <ele-ler « , or his successor, as 
secretary of the officers’ locker fund, my agent and attorney, for me and in my 
name to purchase alcoholic beverages for such price and from such vendors as he 
may see fit. 

It is understood by the principal that the agent being a bailee for the sole 
benefit of the principal, is responsible for the normal and reasonable care in 
handling transactions for me. 


PREFERENCE BY TYPE PRICE RANGE 


I agree to abide by the constitution and bylaws of the officers’ locker fund 
(a part of this purchase agreement). 


(Rank) (Orgn.) 


Received from fifteen dollars 
($15) for the purchase of liquor of the preference indicated to be consumed on 
post only. 


Officer’s Locker Officer 
Number- --- 


Liquor PurcHase REQUEST 


Subject: Purchase of Liquor. Date 
To: Post Officers’ Recreational Group, Utah General Depot, Ogden, Utah. 

1. Request that you purchase for me the following liquors of the brands and in 
the amounts indicated below: 


Brand Size xe | Price | Total 
bottles | 








2. I certify that I am a member of the locker fund (post officers’ recreational 
group) Officer’s mess and that this liquor is for my own use, and I will comply with 
the Utah liquor-control laws. 


Signature, Rank, and Membership Number. 
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Liquor REQUEST 
Date: 
Subject: Issuance of Liquor. 
To: Locker Fund, Utah General Depot; Ogden, Utah. 
1. Request that the officers open mess, Utah General Depot, be issued the 
following liquors of the brands and amounts indicated below for bar use only: 


[Bar use only] 


Brand Unit Amount |Cost price} Total 


Received above issuance for use on bar: 


Signature; Mess Officer 


STATE oF UTAH, 
Uran Liquor ContTrot ComMISssION, 
Salt Lake City 1, Utah, February 7, 1952. 
Uran GENERAL Deport, 
Ogden, Utah. 
(Attention: Lt. Col. Norman W. Quist.) 

GENTLEMEN: The Utah Liquor Control Commission does not assume any 
jurisdiction over shipments of alcoholic beverages made direct to military installa- 
tions, so long as such beverages remain on the base. 

Yours very truly, 
Uran Liquor Controt ComMISSION. 
J. W. Pace, Commissioner. 
This is a certified true copy: 
N. F. Tausca, 


Captain, Armor. 


35810—54—pt. 3-32 
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LockeER FuND 
UTAH GENERAL DEPOT, OGDEN, UTAH 
Summary VOUCHER 
INCOME 





Accounts receivable 
Transfer’s 
Sales (individuals 
Officer’s open mess 
Deposits for merchandise 
Member's deposit 


EXPENSE 


Merchandise 
Officer open mess_. 
Administrative expense. ._. 
Members deposit 
Cash 
Cash in bank (check No 
Accounts payable (check No. 


I certify that the above is correct. 


Exuisit No. 55 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152-WN-10 


REPORT OF INVESTIGATIVE SURVEY COVERING THE SALE OF ALCOHOLIC BEVER- 
AGES, QUARTERMASTER TRAINING COMMAND, Fort LExE, Pererspura, Va. 


A survey was made of the sale of alcoholic beverages at the Quartermaster 
Training Command, Fort Lee, Petersburg, Va. The survey covered the following 
phases: 


1. THE CHANNEL OR CHANNELS THROUGH WHICH THE LIQUOR STOCKS ARE OBTAINED 
AND DISPENSED 


The procurement and disposition of aleoholic berevages are handled through a 
central locker system which was established February 3, 1953. The central locker 
officer is Maj. Peter G. Anter and all liquor stocks are purchased from distributors 
and distillers through the central locker officer. Post regulations provide that no 
individual, group, association, mess, club, unit, organization, or sublocker officer 
may deal with distributors or distillers except through the central locker officer. 
Regulations further provide that the central locker officer may process and forward 
to distributors and distillers only written orders for liquor received from authorized 
personnel, for which cash is received at the time the order is made. Regulations 
define authorized individuals, organizations, and agencies as follows: 

(a) Units, organizations, officers, and noncommissioned officers’ messes, and 
clubs operating under authorization and supervision of the commanding general, 
the Quartermaster Training Command, when liquors procured are for the purpose 
of an organized and sponsored party at which the liquor is to be dispensed to 
members or guests without charge and without reimbursement in any form or 
under any guise. 

(6) Sublocker officers, noncommissioned officers, and agents when specifically 
authorized and in accordance with instructions and regulations. 

(c) Individual officers, noncommissioned officers of pay grades E~-7, E-6, E-5 
(not quartered in barracks, tents, or living in bivouac area), and civilian employees 
living on the post, for their own use in their quarters on the post. 
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The central locker officer is not allowed to order or keep in the locker storeroom 
any liquor not covered by written order from the above mentioned authorized 
individuals, organizations, or agencies. 

Liquors are not sold to individuals in bottie lots for home consumption. How- 
ever, authorized personnel may order through the central locker officer the liquors 
desired. They are required to file a written order and deposit with him the 
necessary cash to cover the cost of the liquor plus a markup of approximately 10 
percent. There is a waiting period of approximately 5 days between the date 
the order is filed and the date the liquor can be obtained and distributed. A 
comparative cost and price list was compiled and is attached as exhibit No. 1. 

In addition to the central locker system there has been established sublocker 
systems in the officers’ and noncommissioned officers’ messes. The officers open 
mess is operated under the general supervision of Col. John H. Olin and he is 
assisted by 2d Lt. A. E. Schindler, mess officer, who is also designated sublocker 
officer. The noncommissioned officers’ open mess custodian is Sfe. William G. 
Williamson who is assisted by Sfe. Maurice A. Chicone, sublocker custodian. 
The commissioned advisor to the noncommissioned officers’ open 
locker system is Lt. Col. J. C. Patterson. 

Applicants for membership in the sublocker system grant power of attorney 
to the sublocker officer and deposit sufficient funds to procure through him at 
least $10 worth of liquors. The amount deposited with the sublocker officer 
need not be limited to $10 but may be for any reasonable additional amount. 

Funds deposited for membership fees in the sublocker system are used to 
purchase a supply of assorted liquors. The selection of brands purchased is 
left to the discretion of the sublocker officer. 

When liquors are consumed in the officers’ and noncommissioned officers’ 
messes the members, will at the time of consumption, deposit with the sublocker 
officer or his designated representative, an amount in cash to cover replacement 
cost of the liquor consumed and, in addition, will pay to the mess an amount 
to cover the cost of setups and service. The cash collected to cover replace- 
ment of the liquor consumed is used to replenish stock in the sublocker store- 
room on the basis of whatever liquors may be short on the shelves. 


mess sub- 


2. EXTENT OF SALES 


Sales are limited to station personnel. Any member of the system can have 
drinks served to his guests visiting on the reservation. The only identification 
required for guests is to be accompanied by a member of the system. 


3. THE ADVERSE IMPACT ON FEDERAL, STATE, OR LOCAL TAX STRUCTURES BY EVASION 
OF REQUIRED PAYMENT OF TAXES, ETC, 


The sublocker system does not have a retail liquor dealer’s tax stamp. The 
office of internal revenue, Newport News, Va., was contacted on June 8, 1953, 
with respect to laws and regulations governing the sale of liquor on military 
reservations, with special reference being made to the sale of such liquor at the 
Quartermaster Training Command, Fort Lee, Petersburg, Va., and the Richmond 
Quartermaster Depot, Richmond, Va. They advised that the alcohol tax unit 
in either Norfolk, Va., or Richmond, Va., could furnish the necessary informa- 
tion and they would contact this unit and have this information furnished. 

The following day Mr. John H. Wickham, head of the Alcohol and Tobacco 
Tax Division, called by telephone and advised that he would forward certain 
instructions which be thought would be of some assistance in the matter. These 
instructions were forwarded by letter dated June 10, 1953. <A copy of the letter 
and instructions are attached as exhibit No. 2. 

Attention is invited to advisory memorandum No. 423 (attached as part of 
exhibit No. 2) which is quoted as follows: 

“Tn a so-called locker system on a military reservation where each participating 
member pays $10 for a membership card which allows him to make purchases of 
liquor, and the member furnishing the money does not specify the kind or quantity 
of liquor to be purchased for him but merely goes into the premises, makes his 
selection of liquors and pays cash for them, and the purchasing agent for the 
membership replenishes the supplies of liquors by buying whatever liquors may 
be short on the shelves, the pooling of moneys collected from the members for the 
purpose of purchasing a stock of liquors is not a bona fide locker system and the 
agency (locker fund) is, in fact, selling the liquor to the participating members 
and is liable to special tax as a retail liquor dealer.” 
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If the provisions of the above-quoted memorandum are to be taken as conclusive 
the operational procedures of the sublocker system at this post are in contravention 
thereof and the club is liable to special tax as a retail liquor dealer. 

The Virginia Alcoholic Beverage Contro!] Board, Richmond, Va, was contacted 
with respect to the sale of alcoholic beverages on Government reservations located 
in Virginia. They advised that such sales were out of their jurisdiction and while 
they lost the State tax there was nothing they could do about it. 


4. COST TO THE GOVERNMENT 


The central locker officer estimates that he devotes approximately 1 hour per 
day to central lecker system activities. The sublocker officer for the officers’ 
open mess estimated that he devoted about 1 hour per day to such activities but 
that it was after duty hours. The sublocker custodian of the NCO open mess 
estimated that he devoted about 4 hours per day to such activities but that part 
of that time was after official duty hours. He stated that his primary duty was 
mess steward. Enlisted personnel are employed in the officers’ and NCO messes 
after the regular hours of duty and are paid from profits derived from the operation 
of the messes. 

The central locker officer is assisted by 1 civilian manager on a full-time basis 
ang 1 civilian bookkeeper on a part-time basis. Both of these employees are paid 
from the profits of the operation. 


56. WHETHER ANY FEDERAL OFFICER OR EMPLOYEE IMPROPERLY BENEFITS FROM 
THE OPERATION 


There was no indication that any Federal officer or employee improperly 
benefits from the operation by purchasing liquor at wholesale prices and selling 
it to the members or the club at a profit to himself. 


6. THE AUTHORITY, IF ANY, FOR THE SALE OF LIQUOR ON THE RESERVATION 


Post Circular No. 2, dated December 23, 1952, established the policy for the 
procurement and disposition of intoxicating beverages at the post. A copy of the 
circular is attached as exhibit No. 3. 
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Comparative price list, Fort Lee locker club 


| ‘Transfer to Pa State of 
Cost | sublocker atrieoe Virginia, 
10 percent | “ I | price 


Bottled in bond: 
Old Forrester... 
Old Grandad ..... 
I. W. Harper ® 
Kentucky Tavern... 
Old Taylor 
Straight Bourbon: 
Early Times... 
Ten High. 
Old Stage... 
Old American es 
Bourbon Supreme.... 
Blends: 
Lord Calvert whe 
Schenley Reserve... 
Calvert Reserve 
Corby’s Reserve... 
Imperial .-. : 
Old Thompson 
P M Deluxe... 
Four Roses 
Canadian Whisky 
Canadian Club 
Seagrams V. O 
Scotch Whisky: 
Vat 69 PaVlewiss 
Black and White._- ee wi 
Haig and Haig (pinch bottle)... 
Teachers Highland Cream... a 
Cordials: Blackberry Liqueur (Walker) --. 
Gin: 
ERE, citi thewtth ster Ades sénie 
Skene b>o odciene 
Gordons... -... 
Rum: Don Q White Label. 
Domestic Wines: 
Cresta Blanca muscatel 
Cresta Blanca port. 
Imperial port._-_. 
Imperial sherry - . -- seattle 
Cocktails: Old Fashioned (Heublins) - --- 


Sonn wew 
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Unitep States Treasury DEPARTMENT, 
Orrice oF THE Director oF INTERNAL REVENUE, 
Richmond 12, Va., June 10, 1958. 
Mr. Leo E. Bracn, 
General Accounting Office, 
Care of Veterans’ Administration Center, 
Kecoughtan, Va. 


Dear Mr. Bracu: Reference is made to your telephone conversation of yester- 
day in regard to the dispensation of alcoholic liquor by officers’ clubs on Army 
installations at which time you requested information on regulations as to when 
these clubs were required to have a retail liquor dealer’s tax stamp. 

On April 13, 1951, the Deputy Commissioner of Internal Revenue in Washington 
directed a letter to the District Supervisor of the Aleohol Tax Unit in Baltimore, 
in regard to the “‘locker’’ system that could be used by these clubs. To this was 
attached for his information and guidance a copy of informal instructions which 
the Department of the Army proposed to send to all Army commands relative to 
the dispensation of alcoholic liquor on Army installations by means of a “‘chit”’ 
system. The letter also stated that these instructions conformed to ruling here- 
tofore applied in respect of the dispensation of alcoholic liquors by means of 
so-called locker system. The letter further stated that the dispensation of liquor 
in accordance with these instructions is regarded as exempt from liquor dealer’s 
special taxes. Attached you will find a copy of these instructions which explains 
fully the locker system. 

Apparently various clubs on military installations throughout the country have 
placed different interpretations on the locker system to be used in cases where 
retail liquor dealer’s tax stamps are not required. In September 1952 advisory 
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memorandum No. 423 was issued by the Bureau giving a digest of the Bureau’s 
letter to the district supervisor in Seattle, Wash. A copy of this is attached. It 
will be noted from this that a system used in that district where each participating 
member paid for a membership card which allowed him to make purchases of 
liquor is not a bona fide locker system and the agency is liable to special taxes as 
a retail liquor dealer. 

You mentioned in vour conversation the officers’ clubs, Richmond General 
Depot (Bellwood) and the officers’ club at Fort Lee, Va. According to our 
records each of these clubs now have a tax stamp as a retail dealer in fermented 
malt liquor. So as far as we know at this time liquors and wines sold in these 
clubs are sold under the locker system. 

Since it is the duty of this Division to see that all whisky is disposed of in 
accordance with laws and regulations, this office will make an investigation to 
determine whether or not this is being done at these two clubs and will take the 
necessary steps to correct the situation. 

It is thought that the inclosed instructions will be of some assistance to you. 
Thanking you for your information in this matter, I am 

Yours very truly, 
Joun H. Wicknam, 
Head, Alcohol and Tobacco Tax Division. 


APPENDIX 


Officers’ clubs and messes located on an Army installation within the United 
States and its Territories may, with the approval of the commanding officer of such 
installation, appoint one member thereof as locker officer. The locker officer will 
be authorized to establish a list of spirituous liquors (including wine) by brand and 
purchase price (including all applicable taxes) and to fix the date upon which he 
will make purchases thereof as agent for any member of the club or mess interested. 
Members of such club or mess who may wish to utilize such locker officer as their 
agent will designate to him the brand of liquor so listed that they desire and will 
deposit with him the full purchase price of the liquors designated. 

Thereupon the locker officer, as agent for such member, will purchase and, out of 
such deposits only, pay for, prior to delivery thereof upon the Army installation 
concerned, the liquor for which payment has been made by the member concerned. 
The liquor so purchased when delivered to the locker officer will be stored in 
facilities to be provided by the club or mess, such facilities to be under the juris- 
diction of the locker officer and to be such as will reasonably insure the safekeeping 
of such liquor. 

The locker officer will thereupon issue to the member concerned a book, or books, 
of chits, each book to represent a specific quantity of the amount of liquor pur- 
chased by such member, and each chit to represent 1}¢ ounces of such liquor. 
Each book shall bear the name of the member and shall designate the brand of 
liquor represented by such book. Thereupon the member may withdraw all or 
any part of the liquor represented by his book of chits by presenting chits to such 
club or mess attendants as may be duly designated by the locker officer. The 
locker officer will make such liquor available for withdrawal or consumption by 
the owner thereof in accordance with such rules and regulations as may be in effect 
with respect to the operation of the club or mess not inconsistent with any pro- 
vision of this regulation. 

Replacement of liquor will be accomplished by the identical procedure prescribed 
for initial purchases and no book of chits will be issued or received prior to the 
delivery to and the storage by the locker officer in the facilities provided for such 
purpose of the liquor represented by such book. 

A member of the club or mess may tender to a locker officer amounts of liquor 
personally lawfully acquired and own *d by such member in exchange for an appro- 
priate book of chits, such liquor to be placed in storage under the supervision of the 
locker officer for withdrawal by the owner as though originally purchased by the 
locker officer. 

At the time of withdrawal for consumption of the liquor, the owner thereof may 
pay such charges in cash, or otherwise, as are determined by the club or mess to be 
appropriate to pay for the service of nonintoxicating ingredients to be consumed 
by the owner with his liquor. 

No chits may be sold, transferred, or redeemed in cash. 

The commanding officer of the installation will require each club or mess to 
promulgate regulations designed to effectively prevent the use of chits by a person 
other than the member to whom originally issued. 
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Apvisory MrEmMorRANDUM No. 423 


(Digest of Bureau letter dated September 8, 1952 (O:AT:PPT:T:MWN) to 
district supervisor, Seattle, Wash.) 


SPECIAL TAX LIABILITY LOCKER FUND CLUB ON MILITARY RESERVATION 


In a so-called “locker system’”’ on a military reservation where each participat- 
ing member pays $10 for a membership card which allows him to make pur- 
chases of liquor, and the member furnishing the money does not specify the kind 
or quantity of liquor to be purchased for him but merely goes into the premises, 
makes his selection of liquors, and pays cash for them, and the purchasing agent 
for the membership replenishes the supplies of liquors by buying whatever liq- 
uors may short on the shelves, the pooling of moneys collected from the members 
for the purpose of purchasing a stock of liquors is not a bona fide locker system 
and the agency (locker fund) is, in fact, selling the liquor to the participating 
members and is liable to special tax as a retail liquor dealer. 


Exnisit No. 56 
GENERAL ACCOUNTING OFrFICE, OrFICE OF INVESTIGATIONS 
Report No. I-18152—-W N-2 


Report or INVESTIGATIVE SuRVEY OF THE SALE or ALconoiic BEVERAGES 
AT Fort Myer, Va., DEPARTMENT OF THE ARMY 


A survey has been made of the sale of alcoholic beverages at Fort Myer, Va 
Colonel Galloway, post commander, Colonel Skeldon, executive officer, and Capt. 
William E. Floyd, club officer, were interviewed at Fort Myer. Col. T. A. Seely, 
Chief of Staff, Headquarters, Military District of Washington, was slao inter- 
viewed for the purpose of obtaining general information covering the Washington 
area. 

A résumé of liquor operations at this post for prior periods follows: 

Prior to January 1, 1953, no liquor was sold at Fort Myer. Officers were per- 
mitted to store their own bottles (purchased privately off the post) in lockers at 
the officers’ club. Setups could be purchased and officers were permitted to 
consume their own liquor at their tables. 

On New Year’s Eve verbal orders were received at the post to permit the sale of 
liquor, by the drink or case, over the bar to members of the officers’ club. No copy 
of this order was available, nor was the name of issuing officer available. It was 
said to have been issued on the assumption that the Canteen Act of 1901 (which 
prohibited the sale of liquor on Army posts) was soon to be repealed. This act 
(31 Stat. 758), reads as follows: 


“CHAPTER 192. AN ACT TO INCREASE THE EFFICIENCY OF THE PERMANENT MILITARY 
ESTABLISHMENT OF THE UNITED STATES 


“Sec. 38. The sale of, or dealing in, beer, wine, or any intoxicating liquors by 
any person in any post exchange or canteen or Army transport or upon any 
premises used for military purposes by the United States, is hereby prohibited. 
* * 0K)? 

1. During the early part of 1953 the order was rescinded verbally and a bottle 
club was established. Membership in this club is restricted to members of the 
officers’ club. 

A $10 deposit is required of all members at time of joining. This fee is used to 
purchase liquor (in case lots) by the liquor-control officer. Purchases are usually 
made from distillers and all bottles have tax stamps affixed by the distiller. 

Payment for the liquor is made by the liquor-control officer prior to its delivery 
at the post. 

Bottles only are sold by the club, individual drinks not being dispensed. When 
a member wishes to receive a bottle of liquor he must first purchase a “‘chit book,” 
usually for $5 from, which he pays the liquor-control officer the value of the bottle. 

The assumption is that title to the liquor passed to the officer (through the 
liquor-control officer) when the purchase from the distiller was made and the 
chit-book fee merely replenishes his original purchase. 

A similar club operation is carried on in the noncommissioned officers’ club. 
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Each club purchased a “‘special tax stamp, retail liquor dealer’ (this is a tax 
receipt, not a license) for the period January—June 1953. 

2. Bottle sales are limited to members of the bottle club. 

3. Tax stamps are affixed to each bottle by the vendors. Special tax stamps for 
the last half of the fiscal year 1953 were purchased by both clubs. 

4. It was stated that Captain Martin attended to the duties of liquor-control 
officer after hours only. 

5. There was no indication of any employee benefiting improperly from liquor 
operations. 

6. Authority for operation of the club is attached as exhibit No. 1. 


Exursit No. 57 
GENERAL ACCOUNTING OFfFIcE, OFFICE OF INVESTIGATIONS 
Report No. I-18152-WN-12 


Report OF INVESTIGATIVE SURVEY OF THE SALE or ALCOHOLIC BEVERAGES AT 
Fort Story, Va. 


INTRODUCTION 


A survey was made of the sale of alcoholic beverages at Fort Story, Va., in 
order to ascertain the channels through which the alcoholic beverages were 
procured, the extent of the sales, the effect on Federal, State, and local tax strue- 
tures, the cost to the Government, and the authority for the sale of liquor on the 
reservation. 

Fort Story is a subinstallation of the Transportation Center and Fort Eustis, 
Fort Eustis, Va. The commanding officer of Fort Story is Col. W. P. Tuggle. 


ACTIVITIES SELLING ALCOHOLIC BEVERAGES 


The Army sponsored activities at Fort Story that sell liquor and beer are as 
follows: 


Activity Alcoholic beverage sold Method of sale 


Commissioned officers’ mess (open) Cans and bottles, on 
premises consumption. 
Olsens’ Toolset Gand... 2... 2.5 necks s — package store and 
Noncommissioned officers’ mess (open) --- Cans and bottles, on 

premises consumption. 


Noncommissioned officers’ locker fund _---- — package store and 
ar. 


Post exchange: | 
Beer garden Cans and bottles, for 
| consumption on prem- 


‘ ises. 
Main store annex.............-.. eeoieaiinekhdl do 


| . Do. 
IO ons 5 anpecnpbincnancemceyeensd — do Bulk (case). 








The officers’ and noncommissioned officers’ locker funds through the respective 
locker fund officers purchase liquors direct from distillers, Beer is obtained 
from local wholesalers. 

The commissioned officer in charge of the locker fund is also the assistant 
mess officer of the commissioned officers’ mess (open). His office, the package 
store and the bar are located in the building used by the commissioned officers’ 
mess (open) for entertainment and social functions. The same situation pertains 
to the noncommissioned officers’ locker fund. 

A description of the locker fund is given under the caption ‘Authority for 
Liquor Sales.” 

EXTENT OF SALES 


Liquor and beer are sold at Fort Story to military personnel and their dependents 
and guests as follows: (a) Liquor in package store and at bar (commissioned 
officers’ locker fund) is sold only to members (officers) who are on active or 
inactive duty; (b) liquor at package store and bar in the noncommissioned officers’ 
mess (open) is sold to members of the locker fund, and through members to their 
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dependents and their house guests, and to military personnel who are eligible to 
join the locker club; (c) beer is sold in the officers’ and the noncommissioned 
officers’ messes to members of the mess, their guests, dependents, and visiting 
personnel; (d) beer is sold by the case to post-exchange patrons at the gas station; 
(e) enlisted men on active duty can also purchase beer for on-premises consumption 
at the beer garden; (f) beer is also sold to active, retired, and Reserve personnel 
and their guests for on-premises consumption at the post-exchange main store 
annex. 

Officials said that personnel were required to present identification cards and 
locker membership cards if requested; however, they emphasized that this was 
frequently not necessary since most of the personnel knew each other. The 
station complement is 1,141 officers and enlisted personnel. 


EFFECT ON FEDERAL, STATE, AND LOCAL TAX STRUCTURES 


State taxes and licenses 


The sale of alcoholic beverages at Fort Story affects State and local taxation 
to a considerable extent. Military reservations in the State of Virginia are 
exempt from State taxation under the Alcoholic Beverage Control Act of Virginia 
and as a result the State loses considerable revenue. Virginia does not have a 
tax on liquor but achieves the same effect by purchasing liquor and selling it 
with a markup in State liquor stores. 

Paragraph 4-22 of the Alcoholic Beverage Control Act of Virginia provides 
that when the State comptroller transfers money (net profit from State liquor 
store sales) to the general fund of the State, two-thirds of all such money in 
excess of $750,000 shall be apportioned and distributed by the treasurer of 
Virginia to the counties, cities, and towns of the Commonwealth on the basis of 
population. 

Paragtapt 4—40 of the Alcoholic Beverage Control Act levies an excise tax on 
beer bottled or sold at the rate of $3.10 per 31-gallon barrel, 2 cents on a 12-ounce 
bottle or can, and 1% mills per ounce on bottles in excess of 12 ounces. Beer 
sold on military reservations in the State of Virginia is exempt from the excise 
tax on constitutional grounds. Each month the Army activities complete an 
excise-tax certificate in which they certify that they purchased a certain quantity 
of beer. This certificate gives the wholesaler or brewer excise-tax exemption for 
the beer sold to the military activity. 

The State of Virginia requires places of business selling beer to purchase State 
licenses as follows: 


Retail State license: 
Off premises, beer ; Iu guaie ta bas _.--. $10.00 
On and off premises, beer __- , wens 20. 00 
On premises, beer_..- ~~ - ed e i-eeld ass j 10. 00 
Retail merchant’s license: 
ist $2,000 of business elim as sl sta nl salt 20. 00 
Balance of business per $100-- _-- ae ; alte . 20 


The amount of taxes and licenses which a private concern would have to pay 
based on the approximate amount of yearly sales of beer by activities at Fort 
Story and the equivalent loss of revenue to the State of Virginia is as follows: 


Woamaeet. 


State excise | State beer 
| 
| 
| 





State mer- 
; chant’s 
tax (beer) licenses Ticense 


Commissioned officers’ mess (open) $8, 005. 57 | $640. 44 | $10 $32. 01 
10 


Noncommissioned officers’ mess (open) 26, 667. 00 2, 375. 74 69. 30 
Post-exchange activities ! | 61, 698.00 |___ 5818.02 1 30 | 171. 40 


| 96, 370. 57 8, 834. 20 | 50 | 272.71 


1 State license computed on the basis that the 3 facilities operated by the Navy exchange would involve 
3 separate commercial retail establishments, each requiring separate licenses, 


The total excise taxes and State licenses which would be derived by the State 
of Virginia from the sale of beer at Fort Story per year is $9,156.91. If the beer 
had been sold in commercial stores the State would have also realized an in- 
determinable amount of income tax on the profits. 
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Fort Story is located in Princess Anne County, Va. No city beer or merchant’s 
licenses are applicable. 

In addition to the loss of revenue shown above on the sale of beer by Fort 
Story, the State of Virginia is deprived of income as a result of the Army selling 
liquors on the post. For example, the following sales of liquors are made: 

Annual sales 

Activity (approximate) 
Commissioned officers’ mess (locker fund) _ - : a ncceee O10, On ee 
Noncommissioned officers’ mess (locker fund)_____________- _.. 29, 799. 36 


Total idtettlnsd Leis Ly ve 100, 533. 70 


The above liquor sales include both bar and package-store sales and the bar 
sales, in turn, include both straight and mixed drinks. As previously stated, 
retail liquor sales in Virginia are made through package stores operated by the 
State, the net profit derived therefrom being utilized for the operation of State 
and local governments. Since it was impractical to attempt to convert the 
sales made by the Army, particularly mixed drinks, into sales that would have been 
made if sold by the State in its package stores, the overall loss in revenue to the 
State of Virginia was not readily determinable. 


Federal taxes 


The noncommissioned officers’ mess (open) paid $50 for the annual retail 
liquor dealers’ stamp (liquor and beer) but the commissioned officers’ mess 
(open) did not purchase the retail liquor dealers’ stamp. The post exchange 
activities did not have a fermented malt dealers’ stamp. A Federal tax is being 
paid on bottled liquors received from distillers. 

The assistant mess officer at the commissioned officers’ mess (open) and the 
noncommissioned officer in charge of the noncommissioned officers’ mess (open) 
laid they had been instructed by the commanding officer to purchase a fermented 
malt liquor dealers’ stamp ($22), effective July 1, 1953. They said that an 
agent from the Bureau of Internal Revenue had just made an inspection of the 
Federal stamps on hand and he said that it would be necessary for the 2 messes 
to purchase retail liquor dealers’ stamps ($50 each) which would cover the sale 
of beer by the messes and liquor by the locker funds. The executive officer said 
that instructions concerning the payment of retail liquor dealers’ stamps had been 
requested from Second Army Headquarters. He said that it was his under- 
standing that locker funds were exempt from paying the retail liquor dealers’ 
stamp. The post-exchange officer said that he did not have a fermented malt 
dealers’ stamp ($22). 

The sale of beer at Fort Story deprives the Government of revenue that would 
result through Federal income taxes on the profits that would be made by com- 
mercial outlets selling the beer. The amount involved was not determinable. 


COST TO THE GOVERNMENT 


All of the alcoholic beverage dispensing activities are located in Government- 
owned and maintained buildings. 

The locker fund officer at the commissioned officers’ mess (open) said that he 
spent 75 percent of his time in connection with the locker-fund activities. The 
locker fund noncommissioned officer said that his activity did not open during 
duty hours and that he did not devote much time in connection with alcoholic 
beverages during duty hours. Enlisted men are utilized as bartenders after duty 
hours and are paid from officers’ and noncommissioned officers’ locker funds 
(nonappropriated funds). 

The exchange officer said that exchange employees (civilians) were utilized in 
the sale of beer at the three exchange activities. 

It was explained by the locker fund officer and the mess officer that no separate 
field mess had been established for commissioned officers at Fort Story and that 
therefore the commissioned officers’ mess was operated as a combined open and 
closed mess for meal service to officers although officially designated an open mess. 
It was said a proportion of utilities used is paid from mess funds to the Govern- 
ment but that no attempt had been made to segregate or proportion the amount 
paid between the activities of the open mess and the locker fund. 

The locker fund officer said the monthly net profit (approximately $1,500) of 
the commissioned officers’ locker fund derived from the sale of liquor (package 
and bar) was turned over monthly to the officers’ mess (open). The locker fund 
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officer of the noncommissioned officers’ locker fund said that the locker fund had 
not been operated a sufficient time to establish an average monthly net profit but 
that such net profit during the past four or five months had run from $169 to $600 
per month and that the profits were turned over to the noncommissioned officers’ 
mess (Open). 

AUTHORITY FOR LIQUOR SALES 


Lt. Col. H. N. Reed, executive officer, said that the locker funds were estab- 
lished in accordance with Department of the Army, Office of the Adjutant General, 
letter dated April 27, 1951,! which outlined the locker fund system of selling 
liquor, in order to avoid violation of the Canteen Act of 1901. Section 38 of the 
Canteen Act of February 2, 1901, provides that the “sale of or dealing in beer, 
wine or any intoxicating liquors by any person in any post exchange or canteen 
or Army transport or upon any premises used for military purposes by the United 
States is prohibited”. (10 U. 8. C. 1350.) 

There are 2 locker funds in operation at Fort Story, 1 at the commissioned 
officers’ mess (open) and the other at the noncommissioned officers’ mess (open). 
Although the noncommissioned officers’ club is referred to as an open mess it is 
in reality a social club since meals are not served. Both locker funds operate in 
the same manner and each have a constitution which has been approved by the 
commanding officers of Fort Story and Fort Eustis, Va.2 All members of the 
messes are entitled to belong to the locker Funds by paving a deposit of $10 
which is theoretically used to purchase $10 worth of liquor for the member. 
Each mess has a “locker fund officer or noncommissioned officer’? who operates 
the locker fund and who is responsible for the accountability of all funds. The 
liquor is sold at a markup and the profits from the package store and the bar are 
turned over to the mess (nonappropriated funds). In reality, there is no essential 
difference between the locker fund system and the outright purchase and sale of 
liquor by officers’ clubs as is done at Navy installations other than the initial $10 
deposit required of each member of the locker fund. The $10 deposit is refunded 
to the member upon termination of his membership and surrender of his identi- 
fication card. 

The sale of beer is not handled by the locker fund but by the commissioned 
officers’ mess, noncommissioned officers’ mess, and the post exchange. The 
Canteen Act of 1901 prohibits the sale of beer on Army installations. Paragraph 
7b of Army 8. R. 60-10—-1, Exchange Service, restricts the exchange officer from 
selling beer, bottled or draught, with alcoholic content in excess of 2.2 percent by 
weight. Examination of bottles showed that they had yellow caps which in 
Virginia denotes high-test beer in excess of 3.2 percent by weight. Discussion 
with an official of a local brewery and officials of a beer-distributing firm that serve 
Fort Story disclosed that beer in excess of 3.2 percent by weight was being de- 
livered regularly to Fort Story. The brewery official said he was familiar with 
the provisions of the Canteen Act and was taking steps to see that only 3.2 percent 
beer by weight would be delivered to Fort Story in the future. Discussions 
disclosed that high test beer is also being sold at Fort Eustis and other Army 
installations in the area. 

The violation of regulations and law by the sale of high-test beer on the installa- 
tion was discussed with Col. H. N. Reed, in the absence of the commanding officer, 
and he was noncommittal in the matter. 


1 Exhibit No. 1. 
2 Exhibit No. 2. 
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Exursit No. 58 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No, I-18152-WN-11 


Report or INvesricative Survey CoverRING THE SALE or ALCOHOLIC 
BEVERAGES, RICHMOND QUARTERMASTER Depot, RicHMoNpD, VA. 


A survey was made of the sale of alcoholic beverages at the Richmond Quarter- 
master Depot, Richmond, Va. The survey covered the following phases: 


1. THE CHANNEL OR CHANNELS THROUGH WHICH THE LIQUOR STOCKS ARE OBTAINED 
AND DISPENSED 


The procurement and disposition of aleoholic beverages are handled through a 
locker system which was established July 7, 1952. The locker officer is Ist Lt. 
J. L. Dekker and all liquor stocks are purchased from distributors or distillers 
through the locker officer. Depot regulations provide that no individuals, groups, 
associations, or organizations, may deal with distributors or distillers except 
through the locker officer. Regulations further provide that the locker officer may 
process and forward to distributors and distillers only written orders for liquor 
received from authorized personnel, for which cash is received at the time the order 
: filed. Regulations define authorized individuals, organizations, and agencies as 
ollows: 

(a) Units, organizations, officers’ and enlisted personnel messes, when liquors 
procured are for the purpose of an organized and sponsored party at which the 
liquor is to be dispensed to members or guests without charge and without reim- 
bursement in any form or under any guise. 

(b) Individual officers, and noncommissioned officers of the first three grades 
for their own use in their own quarters on the depot. However, unless an individ- 
ual is a member of the officers’ open mess he is not eligible to be a member of the 
locker system. The membership fee is $5. 

The locker officer stated that the regulations have been verbally amended, (a) 
to include civilians who are employed at the depot provided they are recommended 
for membership by two officers assigned to this station, and (b) to exclude non- 
commissioned officers from membership since there is no NCO mess operations 
on the depot. 

Applicants for membership in the locker system grant power of attorney to the 
locker officer and deposit sufficient funds to procure through him at least $15 
worth of liquors. The $15 deposit procures one share in the locker system. 
Regulations provide that an individual may procure any number of shares. 

Funds deposited for the procurement of shares in the locker system are used to 
purchase a supply of assorted liquors. The selection of the brands purchased is 
left to the discretion of the locker officer. 

Liquors are sold to individual members in bottle lots for home consumption, 
or transferred to the officers’ open mess where they are sold by the drink to mem- 
bers of the locker system and their guests. 

Bottle sales are made over the counter and at the time of sale, the member 
deposits with the locker officer sufficient to cover the cost of the liquor sold plus 
a markup of approximately 10 percent. These funds are used for liquor replace- 
ments. 

In the event that liquors are consumed at the officers’ open mess the member 
will, at the time of consumption, deposit with the locker officer an amount in cash 
to cover replacement of the liquor consumed and, in addition, will pay the mess 
an amount to cover the established cost of setups and service. The cash collected 
to cover replacement of liquor consumed is used to replenish stock in the locker 
storeroom on the basis of whatever liquors may be short on the shelves. A com- 
parative cost and price list was obtained and is attached as exhibit No. 1. 


2. EXTENT OF SALES 


Sales are not limited to station personnel. They are available to officers on 
active duty in Richmond, Va., and vicinity, upon proper identification and mem- 
bership in the locker system. Any member of the system can have drinks served 
to their guests visiting on the reservation. The only identification required for 
guests is to be accompanied by a member of the system. 
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3. THE ADVERSE IMPACT ON FEDERAL, STATE, OR LOCAL TAX STRUCTURES BY 
EVASION OF REQUIRED PAYMENT OF TAXES, ETC, 


The locker system does not have a retain liquor dealer’s tax stamp. The Office 
of Internal Revenue, Newport News, Va., was contacted on June 8, 1953, with 
respect to laws and regulations governing the sale of liquor on military reserva- 
tions, with special reference being made to the sale of such liquor at the Richmond 
Quartermaster Depot, Richmond, Va., and the Quartermaster Training Command, 
Fort Lee, Petersburg, Va. They advised that the Alcohol Tax Unit in either 
Norfolk, Va., or Richmond, Va., could furnish the necessary information and they 
would contact this unit and have such information furnished. 

The following day, Mr. John H. Wickham, head of the Alcohol and Tobacco 
Tax Division called by telephone and advised that he would forward certain in- 
structions which he thought would be of some assistance in the matter. These 
instructions were forwarded by letter dated June 10, 1953. A copy of the letter 
and instructions are attached as exhibit No. 2. 

Attention is invited to advisory memorandum No. 423 (attached as part of 
exhibit No. 2) which is quoted as follows: 

“In a so-called “‘locker system”’ on a military reservation where each participat- 
ing member pays $10 for a membership card which allows him to make purchases 
of liquor, and the member furnishing the money does not specify the kind of 
quantity of liquor to be purchased for him but merely goes into the premises, 
makes his selection of liquors and pays cash for them, and the purchasing agent for 
the membership replenishes the supplies of liquors by buying whatever liquors 
may be short on the shelves, the pooling of moneys collected from the members for 
the purpose of purchasing a stock of liquors is not a bona fide locker system and 
the agency (locker fund) is, in fact, selling the liquor to the participating members 
and is liable to special tax as a retail liquor dealer.” 

If the provisions of the above-quoted memorandum are to be taken as con- 
clusive the operational procedures of the locker system at this depot are in con- 
travention thereof and is liable to special tax as a retail liquor dealer. 

The Virginia Alcoholic Beverage Control Board, Richmond, Va., was contacted 
with respect to the sale of alcoholic beverages on Government reservations 
located in Virginia. They advised that such sales were out of their jurisdiction 
and while they lost the State tax there was nothing they could do about it. 


4. COST TO THE GOVERNMENT 


The locker officer estimated that he devotes approximately 1 hour per day to 
locker system activities. Enlisted personnel are employed in the officers’ open 
mess after the regular hours of duty and are paid from profits derived from mess 
operations. No other employees are engaged in locker system activities. 


5. WHETHER ANY FEDERAL OFFICER OR EMPLOYEE IMPROPERLY BENEFITS FROM 
THE OPERATION 


There were no indications that any Federal officer or employee improperly 
benefits from the operation by purchasing liquor at wholesale prices and selling 
it to the members or the club at a profit to himself. 


6. THE AUTHORITY, IF ANY, FOR THE SALE OF LIQUOR ON THE RESERVATION 


Depot memorandum No. 26, dated 7 July 1952, established the policy for the 
procurement and disposition of intoxicating beverages at the depot. A copy of 
the memorandum is attached as exhibit No. 3. 





1478 COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 


Comparative cost and price list 
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Unirep States TrReEAsuRY DEPARTMENT, 
OFFICE OF THE Director oF INTERNAL REVENUE, 
Richmond 12, Va., June 10, 1958, 
Mr. Leo E. Bracn, 
General Ac« ounting Offi e, 
Care of Veterans’ Administration Cente 
Ke coughtan, Va. 

Dear Mr. Beacu: Reference is made to your telephone conversation of yes- 
terday in regard to the dispensation of alcoholic liquor by officers’ clubs on Army 
installation at which time you requested information on regulations as to when 
these clubs were required to have a retail liquor dealer’s tax stamp. 

On April 13, 1951, the Deputy Commissioner of Internal Revenue in Wash- 
ington directed a letter to the District Supervisor of the Alcohol Tax Unit in 
Baltimore, in regard to the locker system that could be used by these clubs. 
To this was attached for his information and guidance a copy of informal instruc- 
tions which the Department of the Army proposed to send to all Army commands 
relative to the dispensation of alcoholic liquor on Army installation by means of 
a chit system. The letter also stated that these instructions conformed to ruling 
heretofore applied in respect of the dispensation of alcoholic liquors by means of 
so-called locker system. The letter further stated that the dispensation of liquor 
in accordance with these instructions is regarded as exempt from liquor dealer’s 
special taxes. Attached you will find a copy of these instructions which explains 
fully the locker system. 

Apparently various clubs on military installation throughout the country have 
placed different interpretations on the locker system to be used in cases where 
retail liquor dealer’s tax stamp are not required. In September 1952, advisory 
memorandum No. 423 was issued by the bureau giving a digest of the bureau’s 
letter to the district supervisor in Seattle, Wash. A copy of this is attached. 
It will be noted from this that a system used in that district where each partici- 
pating member paid for a membership card which allowed him to make purchases 
of liquor is not a bona fide locker system and the agency is liable to special taxes 
as a retail liquor dealer. 

You mentioned in your conversation the officers’ clubs, Richmond General 
Depot (Bellwood) and the officers’ club at Fort Lee, Va. According to our 
records each of these clubs now have a tax stamp as a retail dealer in fermented 
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malt liquor. So as far as we know at this time liquors and wines sold in these 
clubs are sold under the locker system. 

Since it is the duty of this division to see that ali whisky is disposed of in 
accordance with laws and regulations, this office will make an investigation to 
determine whether or not this is being done at these two clubs and will take the 
necessary steps to correct the situation. 

It. is thought that the inclosed instructions will be of some assistance to you. 
Thanking you for your information in this matter, I am 

Yours very truly, 
Joun BH. Wicknam, 
Head, Alcohol and Tobacco Tax Division. 


\ PPENDIX 


Officers’ clubs and messes located on an Army installation within the United 
States and its Territories may, with the approval of the commanding officer of 
such installation, appoint one member thereof as locker officer. The locker 
officer will be authorized to establish a list of spirituous liquors (including wine 
by brand and purchase price (including all applicable taxes) and to fix the date 
upon which he will make purchases thereof as agent for any member of the club 


or mess interested. Members of such club or mess who may wish to utilize such 


locker officer as their agent will designate to him the brand of liquor so listed that 
they desire and will deposit with him the full purchase price of the liquors desig 
nated 

Thereupon the locker officer, as agent for such member, will purchase and, out 
of such deposits only, pay for, prior to delivery thereof upon the Army installa- 
tion concerned, the liquor for which payment | heen made bv the member 
concerne d The liquor so pure hased, when delivered » the locker of Will be 
stored in facilities to be provided by the elu rr me such facilities to be under 
the jurisdiction cf the locker officer and to be such as will reasonably insure the 
safekeeping of such liquor. 

The locker officer will thereupon issue to the member concerned a book, or 
books, of chits, each book to represent 2 specific quantity of the amount of liquor 
p irchased by such member, and each chit to represent 144 ounces of such liquor. 
Each book shall bear the name of the member and shall designate the brand of 
liquor represented by such book. Thereupon, the member may withdraw all or 


any part of the liquor represented by his book of chite by presenting chit 


t B 


club or mess attendants as may be duly designated by the locker officer 


locker officer will make such liquor available for withdrawal or consumption by 


the owner thereof in accordance with such rules and regulations as may be in 
effect with respect to the operation of the club or 1 t inconsistent with any 
provision of this regulation. 

Replacement of liquor will be accomplished by the identical procedure pre- 
scribed for initial purchases and no book of chits will be issued or reeeived prior 
to the delivery to and the storage by the locker officer in the facilities provided 
for such purpose of the liquor represented by such book 

{ member of the club or mess may tender to a locker officer amounts of liquor 
personally lawfully acquired, and owned by such member in exehange for an 
appropriate book of chits, such liquor to be placed in ‘age under the super- 
vision of the locker officer for withdrawal by the owner though originally 
purchased by the locker officer. 

At the time of withdrawal for consumption of the liquor, the owner thereof 
may pay such charges in cash, or otherwise, as are determined by the club or 
mess to be appropriate to pay for the service of nonintoxicating ingredients to 
be consumed by the owner with his liquor. 

No chits may be sold, transferred, or redeemed in cash, 

The commanding officer of the installation will require each club or mess to 
promulgate regulations designed to effectively prevent the use of chits by a 
person other than the member to whom originally issued. 
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Apvisory MemMoranpvuM No. 423 


(Digest of Bureau letter dated September 8, 1952 (O:AT:PPT:T:MWM) to 
District Supervisor, Seattle, Wash. 


SPECIAL TAX LIABILITY-—-LOCKER FUND CLUB ON MILITARY RESERVATION 


In a so-calied locker system on a military reservation where each participating 
member pays $10 for a membership card which allows him to make purchases of 
liquor, and the member furnishing the money does not specify the kind or quantity 
of liquor to be purchased for him but merely goes into the premises, makes his 
selection of liquors and pays cash for them, and the purchasing agent for the mem- 
bership replenishes the supplies of liquors by buying whatever liquors may be 
short on the shelves, the pooling of moneys collected from the members for the 
purpose of purchasing a stock of liquors is not a bona fide locker system and the 
agency (locker fund) is, in fact, selling the liquor to the participating members 
and is liable to special tax as a retail liquor dealer. 


Exursit No. 59 
GENERAL AccoUNTING OFrFricE, OFFICE OF INVESTIGATIONS 
Report No. I-18152-WN-9 


Report OF INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES AT 
THE NoRFOLK NAVAL Surpyarp, Portsmoutna, VA. 


INTRODUCTION 


A survey was made of the sale of alcoholic beverages at the Norfolk Naval 
Shipyard, Portsmouth, Va, in order to ascertain the channels through which the 
alcoholic beverages were procured, the extent of the sales, the effect on Federal, 
State, and local tax structures, the cost to the Government, and the authority 
for the sale of liquor on the reservation. 


ACTIVITIES SELLING ALCOHOLIC BEVERAGES 


The three Navy-sponsored activities at the Norfolk Naval Shipyard that sell 
alcoholic beverages are as follows: 


Activity Alcoholic beverage sold | Method of sale 


Officers’ club .. . Beer, wine, whisky, gin, rum, | Retail package store and bar. 
etc. 

Navy exchange store. -- - ._-. Beer... ; | Bulk (case). 

Beer garden | 
Callahan Center._.-- |___._do_.................---------] Bulk, bottle, and draught. 
Sub Group 1 area___. | do... «a Bottle. 

Marine Corps exchange, Little Tun |-- do_- Bulk, bottle, and draught. 

Tavern. 


The officers’ club purchases its liquor direct from out of State distillers. Beer 
is obtained from local wholesalers. 


EXTENT OF SALES 


Alcoholic beverages are being sold at the Norfolk Naval Shipyard to military 
personnel and their dependents as follows: 


Activity | Package store Bar Retail store 


Officers’ club : ..| Active, retired, and Reserve 

| officers. 

Navy exchange |. Active, retired, and Fleet Re- | Navy exchange 
serve rsonnel and their patrons. 
dependents. 

Marine Corps exchange-_| - Active, retired, and Fleet Re- 
serve personnel and their 
dependents. 
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Officials said that personnel were required to present identification cards if 
requested, however, they emphasized that this was frequently impractical and not 
strictly adherred to. 


EFFECT ON FEDERAL, STATE, AND LOCAL TAX STRUCTURES 


The sale of alcoholic beverages at the Norfolk Naval Shipyard is a sizable 
business and does affect State and local taxation to a considerable extent. An 
official of a local State alcoholic beverage control board said that military reserva- 
tions in Virginia were exempt from State taxation under the Alcoholic Beverage 
Control Act which results in a considerable loss of revenue to the State. He 
explained that Virginia does not have a tax on liquor but achieves the same effect 
by purchasing liquor and selling it with a markup in State liquor stores. 

Paragraph 4—22 of the Alcoholic Beverage Control Act of Virginia provides that 
when the State comptroller transfers money (net profit from State liquor store 
sales) to the general fund of the State, two-thirds of all such money in excess of 
$750,000 shall be apportioned and distributed by the treasurer of Virginia to the 
counties, cities, and towns of the Commonwealth on the basis of population. 

Paragraph 4—40 of the Alcoholic Beverage Control Act levies an excise tax on 
beer bottled or sold at the rate of $3.10 per 31 gallon barrel, 2 cents on a 12-ounce 
bottle or can, and one and two-thirds mills per ounce on bottles in excess of 12 
ounces. Beer sold on military reservations in the State of Virginia is exempt from 
the excise tax on constitutional grounds. Each month the three activities com- 
plete an excise tax certificate in which they certify that they purchased a certain 
quantity of beer. This certificate gives the wholesaler excise tax exemption for 
the beer sold to the military activity. 

The State of Virginia requires places of business selling beer to purchase State 
licenses as follows: 


State license: 
Retail, off premises, beer $10. 
Retail, on and off premises, beer _ 20. 
Retail, on premises, beer 10. 
Retail merchant’s license: 
Ist $2,000 of business : 20. 
Jalance of business per $100 


The city of Portsmoutn also requires similar license as follows: 


City license: 
Off and on premises, beer__- $100 
Off premises, beer ; ' : 75 
On premises, beer OF 


«v0 


Merchant’s license - - - $0.25 per $100 of business. 


Military reservations are exempt from the State and city licenses. 
The amount of taxes and licenses which a private concern would have to pay, 
based on the amount of yearly sales (approximate) of the three activities at the 
Norfolk Naval Shipyard, ana the equivalent loss of revenue to the State of Virginia 
and the city of Portsmouth is as follows: 


St » . St . 
Annual ate State ate 
merchant's 


excise tax 
5 ales ; 
license 


(beer) license 


Officers’ club 1 $142, 200 $1, 569. 60 $20 $300. 40 $100 
Navy exchange é 114, 000 10, 860. 00 50 244. 00 200 
Marine Corps exchange 36, 700 3, 797. 00 20 89. 40 100 


Total 292, 900 16, 226. 60 90 633. 80 400 


1 Represents beer sales of $19,620, liquor sold at the bar $45,780, and liquor sales at the package store $76,800. 


The total loss of revenue to the State of Virginia in licenses and taxes is 
$16,950.40 yearly. This figure does not include the amount of net profit on the 
liquor sold by the officers’ club which the State would realize if the same amount 
of liquor was sold in a State liquor store. 

The amount of net profit the State of Virginia receives on sales of liquor sola in 
State liquor stores was not reaaily determinable. 

The loss of revenue to the city of Portsmouth amounts to $1,132.25. 


85810—54—pt. 3——33 
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The Federal taxes paid by the officers’ club consist of a Federal excise tax and 
the normal transportation tax, which are included in the purchase price of liquor 
as billed by the distillers. The officers’ club also pays $50 yearly for a Federal 
retail liquor dealers’ license. 

The Navy exchange pays $22 vearly for a Federal fermented malt liquor 
dealer’s license. It was noted that although the Navy exchange sells beer at 
3 separate locations only 1 license was purchased. 

The Marine Corps exchange also pays $22 yearly for a Federal fermented malt 
liquor dealer’s license. 

COST TO THE GOVERNMENT 


The investigation aisclosed that the three liquor dispensing activities are 
located in rent-free buildings; however, the activities are reimbursing the Govern- 
ment from their nonappropriated funds tor services and utilities furnished except 
for the services of certain enlisted personnel at the Marine Corps exchange 
(Little Tun Tavern) where one Marine (private first-class) has a primary or 
assigned duty of supervising the cleaning of the tavern by 4 Marine enlisted 
personnel (prisoners) who work 4 hours each day and occasionally by 2 other 
enlisted personnel who work 4 to 6 hours during regular duty hours on the cleaning 
detail. 

Civil service employees and military personnel are not being used in the general 
operation of the liquor dispensing activities except for a small percentage of time 
of the club officer (mess treasurer), Navy exchange officer, and Marine Corps 
exchange officer. Military personnel are utilized as bartenders during off-duty 
hours but they are reimbursed from nonappropriated funds of the officers’ club, 
Navy exchange, and Marine Corps exchange. 


AUTHORITY FOR LIQUOR SALES 


Lt. D. A. Wetzel, USNR, officers’ mess treasurer, said that chapter 10 of the 
Bureau of Naval Personnel Regulations for Commissioned and Warrant Officers’ 
Messes Ashore—1952 authorized officers’ clubs to sell liquor at package stores and 
across the bar. 


Exnisit No. 60 
GENERAL ACCOUNTING OrFiIck, OFrFICE OF INVESTIGATIONS 
Report No. I-18152-WN-8 
Report oF INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES AT 
THE UNnirep Strapes Navat Ampnisious Bass, LirrLE CrEEK, NORFOLK, 


VA. 
INTRODUCTION 


A survey was made of the sale of alcoholic beverages at the United States Naval 
Amphibious Base, Little Creek, Norfolk, Va., in order to ascertain the channels 
through which the alcoholic beverages were procured, the extent of the sales, the 
effect on Federal, State and local tax structures, the cost to the Government, and 
the authority for the sale of liquor on the reservation. 
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ACTIVITIES SELLING ALCOHOLIC BEVERAGES 


The activities selling alcoholic beverages at the United States Naval Amphibious 


Base are as follows: 


Activity 


Commissioned officers’ mess (open) 


Officers’ beach club 


West annex mess (open) 


Alcoholic beverage sold 
Beer, wine, whisky, gin, rum, 
etc, 
eee 


Beer, wine, whisky, gin, rum, 
etc. 


Method of sale 


Retail package store and bar 
for consumption on and off 
premises 

On premises 
draft and cans 

Bottle beer and liquors by the 
drink, on-premises consump- 


consumption, 


tion. 

Bottle and draft beer and 
liquors by the drink, on- 
premises consumption. 

Retail package store and bar, 
for consumption, on and off 
premises 

Retail package store for off- 
premises beer, Bar—con- 
sumption on premises of 
draft and bottle beer and all 
liquors by the drink. 


Commissioned officers’ mess (closed) . - do 
Chief petty officers’ mess (open) do. 


Chief petty officers’ lounge, annex 3 do. 


Navy exchange activities: 
Canteen No. 3 ‘ On premises, cans and bottles. 
Canteen No. 2 (west annex) .- . Do. 
Rockwell hall Do. 
Shelton canteen Do. 
Beach canteen (enlisted men)... ‘ ; Do. 
Package store Cases for off premises consump- 
tion. 


All liquors are purchased direct from distillers. Beer is purchased from local 
distributors except in a few instances the Navy exchange purchases cases of 
beer from the Navy exchange located at the naval station, Norfolk, to take 
advantage of carlot purchases. 


EXTENT OF SALES 


Alcoholic beverages at the United States Naval Amphibious Base are sold to 
military personnel, dependents and guests as follows: 

(¢) Commissioned officers’ messes (open): Packaged liquor and beer (cases) 
to commissioned officers on active duty and retired. Bar sales are made to 
all commissioned officers (active, retired and reserve), their dependents and 
guests. 

(b) Commissioned officers’ mess (closed): 
and guests. 

(e) Chief petty officers’ mess (open) and lounge: Packaged liquor to chief 
petty officers and equivalent rank in other military services both active and re- 
tired and reserves on active duty. Bar sales are made to foregoing personnel 
and their guests. 

(d) Navy exchange activities: Cases of beer are sold by the package store 
to military personnel and dependents having authority to utilize exchange facili- 
ties which includes those military personnel in an active, retired or reserve status. 
Bar sales are made to the foregoing personnel and their guests. 

Officials of the above activities stated that personnel were required to present 
proper identification cards if requested, however, they emphasized that this was 
frequently impractical and not strictly adhered to. 


Bar sales to commissioned officers 


EFFECT ON FEDERAL, STATE AND LOCAL TAX STRUCTURES 


The sale of alcoholic beverages at the United States Naval Amphibious Base 
is in sufficient volume to have a definite effect on State and local tax structures. 
An official of a local State alcoholic beverage control board said that military 
reservations in the State of Virginia were exempt from State taxation under 
the Virginia Alcoholic Beverage Control Act which results in a considerable loss 
of revenue to the State. He explained that Virginia does not have a tax on 
liquor but achieves the same effect by purchasing liquor and selling it with a 
markup in State liquor stores. 
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Paragraph 4—22 of the Alcoholic Beverage Control Act of Virginia provides that 
when the State comptroller transfers money (net profit from State liquor store 
sales) to the general fund of the State, two-thirds of all such money in excess of 
$750,000 shall be apportioned and distributed by the treasurer of Virginia to the 
counties, cities and towns of the commonwealth on the basis of population. 

Paragraph 4—40 of the Alcoholic Beverage Control Act levies an excise tax on 
beer bottled or sold at the rate of $3.10 per 31-gallon barrel, 2 cents on a 12-ounce 
bottle or can, and 1% mills per ounce on bottles in excess of 12 ounces. Beer sold 
on military reservations in the State of Virginia is exempt from the excise tax on 
constitutional grounds. Each month the activities selling beer at the United 
States Naval Amphibious Base complete an excise tax certificate in which they 
certify that they purchased a certain quantity of beer. This certificate gives the 
wholesaler or brewer excise tax exemption for the beer sold to the military activity. 


State and local taxes and licenses 


The State of Virginia requires places of business selling beer to purchase State 
licenses as follows: 


Retail State license: | Retail merchant’s license: 
Off-premises, beer _ _ - -. $10 | ist $2,000 of business_._._._. $20. 00 
On- and off-premises, beer__ 20 | Balance of business per 
On-premises, beer __- eur See $100___- 20 


The United States Naval Amphibious Base is located in Princess Anne County, 
Va., which does not levy a local retail or merchant’s license. 

As previously noted military reservations are exempt from State licenses. 
However, the amount of licenses which a private concern would have to pay 
based on the approximate yearly sales of beer at the United States Naval Am- 
phibious Base and the equivalent loss of revenue to the State of Virginia is as 
follows: 





State Licenses 
; State excise 
Activity Annual sales AUS OXCISC | - een 


tax (beer) 
Beer Merchant’s 


Commissioned officers’ mess (open) - - - ..| $33, 165. 3, 110, 46 20 82. 33 
Commissioned officers’ beach club 15, 112. 88 399. 05 10 26. 23 
Commissioned officers’ mess (open) west annex 4, 238. 56 339. 08 10 | 24. 48 
Commissioned officers’ mess (closed) - 6, 000. 00 483. 00 10 28. 00 
Chief petty officers’ mess (open) ? 76, 001. 49 7, 819. 94 40 184. 00 
Navy Exchange activities ? 102, 859. 06 10, 735. 00 60 301. 72 


646. 76 


, 227, 377. 19 22, 886. 53 


1 Estimated sales, open summer months only. 

2 State beer and merchant’s licenses computed on the basis that facilities operated by the chief petty 
officers’ mess (open) would involve 2 separate commercial retail establishments and facilities operated 
by the Navy exchange would involve 6 commercial outlets, each requiring separate licenses. 


Total revenue loss by State and local governments, $23,683. 29 (annually). 
In addition to the loss of revenue noted above on the sale of beer by the United 
States Naval Amphibious Base, the State of Virginia and local governments are 
deprived of considerable income as a result of the Navy selling liquors on the 
station. For example, the following sales of liquors are made by the Base: 

Annual sales 

Activity (approrimate) 
Commissioned officers’ mess (open) }_- ie ‘ _...--. $190, 000. 00 
Commissionea officers’ mess (closed) - . : g 8, 400. 00 
Chief petty officers’ mess (open) ?__- es ake 64, 730. 23 


Total annual sales liquors -- . 263, 130. 23 


1 Includes all activities operated by commissioned officers’ mess (open). 
2 Includes all activities operated by chief petty officers’ mess (open). 


The above liquor sales include both bar and package store sales and the bar 
sales, in turn, include both straight and mixed drinks. As previously noted 
herein, retail liquor sales in Virginia are made through package stores operated 
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by the State, the net profit derived therefrom being utilized for the operation 
of State and local governments. Since it was impractical to attempt to convert 
the sales made by the Navy, particularly mixed drinks, into sales that would 
have been made if sold by the State in its package stores, the over-all loss in 
revenue to the State of Virginia was not readily determinable. The State also 
lost an undeterminable amount of income tax that would have resulted if the 
beer had been sold by private concerns. 


Federal taxes 


The activities selling alcoholic beverages on the station paid Federal taxes as 
follows: 


: ; Annual fer- 
ny mented malt Tax on 
Activity dente” | liquor | bottled 
omnin (aman | dealers | liquors? 

stamp ($90)" | stamp ($22) 


Commissioned officers’ mess (open) 
Commissioned officers’ mess (closed) 

Chief petty officers’ mess (open) 

Chief petty officers’ mess (open) lounge annex 3 
Navy exchange-. 


1 Combination stamp for sale of liquor and beer. 
2 Federal tax is included in billing from distillers. 


The commissioned officers’ mess (open) and the Navy exchange operate several 
outlets on the station selling alcoholic beverages as noted under section titled 
“Activities Selling Alcoholic Beverages.’ All of the outlets of the respective 
activity operate under one Federal tax stamp. 

The Government lost an undeterminable amount of income tax that would 
have resulted if the beer had been sold by private concerns. 


CcOsT TO THE GOVERNMENT 


The investigation disclosed that the activities selling alcoholic beverages are 
located in rent free Government buildings. Civil-service employees and military 
pareconsl are not generally used in the operation of these activities except as 
ollows: 

Commissioned officers’ mess (open): One officer is assigned full-time duty in 
the overall operation of the mess; however, the amount of time devoted to the 
handling of alcoholic beverages was not readily determinable. 

Commissioned officers’ mess (closed): This mess including the dispensing of 
alcohol beverages is operated primarily with military personnel. One enlisted 
man who also serves his normal military watch at the same time operates the bar 
located in this mess. In addition, a limited amount of time is spent by one officer 
in handling the ordering, etc.; however, the number of hours used in this duty was 
not readily determinable. 

Chief petty officers’ mess (open): One chief petty officer is assigned full-time 
duty in the operation of this mess. Although referred to as mess (open) this 
activity is in effect a social club since only one meal is served each day (evening), 
the facilities not being fully utilized to actually operate as a full-time mess. The 
petty officer assigned to this club is primarily concerned with entertainment and 
dispensing of alcoholic beverages. 

Navy exchange activities: Operated primarily with civilian personnel paid 
from receipts of the exchange. However, there are 3 officers assigned in an ad- 
ministrative capacity and 21 enlisted men! assigned to the Navy exchange. The 
enlisted personnel are utilized primarily in the laundry and barber shop; however, 
several are available and are used intermittently in handling alcoholic beverages. 
Total number of hours and cost to the Government was not readily available. 

The use of enlisted personnel in the operation of the Navy exchange is permitted 
under the following provision of chapter 3, Navy Exchange manual: 


1 Exhibit No. 1, 
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"3122 EsTABLISHMENT OF ALLOWANCES 


‘‘When any of the following conditions exist, commanding officers should 
request the Bureau of Naval Personnel to establish an allowance of ship’s service- 
man ratings: 

‘“‘When, for security reasons, the employment of civilians is not desirable; 

‘When the total sales volume of an exchange is less than $5,000 per month; 

“When, due to the isolated location of an exchange, suitable civilian per- 
sonnel are not available.”’ 

An allowance of 22 enlisted men was authorized ? by Capt. O. C. Schatz, Jr., 
executive officer, United States naval amphibious base who stated that this 
allowance was permitted by the Bureau of Naval Personnel, primarily due to the 
isolation factor. Discussions with Lt. D. T. Kilkenny, Navy exchange officer, 
also disclosed that military personnel were considered essential due to the isolation 
factor. In addition, Lieutenant Kilkenny stated. that as a result of the rotation 
policy of the Navy, i. e., alternate duty at sea and ashore, it was necessary to 
place ship’s servicemen in their applicable rates while ashore and the Navy ex- 
change was the only place where those rates were required. For example, Lieu- 
tenant Kilkenny stated that in the case of an enlisted man with a barbher’s rate, 
in order to utilize the man ashore and maintain his proficiency, the enlisted man 
would be assigned to the Navy exchange barbershop. It was noted that all 
receipts of the Navy exchange including the barbershop, alcoholic dispensing 
activities, etc., are handled as nonappropriated funds and are not returned to the 
United States Treasury. A small percentage of the profits (estimated by 
Lieutenant Kilkenny to average 7 to 8 percent) is utilized in the welfare and 
recreation program for enlisted personnel of the base. 

The use of enlisted personnel by the Navy exchange at the United States 
naval amphibious base involves an annual expense of $44,400.84 for pay and 
allowances. This expense is paid from appropriated funds although the profits 
of the Navy exchange as previously noted are handled as nonappropriated funds. 

The investigation disclosed that the United States naval amphibious base at 
Little Creek failed to meet the criteria established by the Navy Department 
=e the use of enlisted men in exchange operations. It was disclosed 
that— 

1. Security is not a factor in the operation of the base or the navy exchange 
insofar as utilizing nonmilitary personnel. 

2. Total sales volume is in excess of $5,000 per month. 

8. Isolation is not a factor. The base is located within 8 miles of one of the 
most populated areas of the city of Norfolk. In addition, there are various 
residential areas immediately adjacent to or within a few miles of the base proper. 
The Navy exchange employs 140 civilians, recruited without any apparent 
difficulty, in addition to over a thousand civilians employed in various capacities 
by other activities at the base. 


AUTHORITY FOR LIQUOR SALES 


The basic authorities for selling alcoholic beverages at the United States Naval 
Amphibious Base, Little Creek, were given as follows: 

Commissioned officers’ messes (open and closed) in Bureau of Naval Personnel 
Regulations for Commissioned and Warrant Officers’ Messes Ashore—1952, 
NavPers 15,847. 

Navy exchange activities: Paragraph 4336, Navy Exchange Manual and 
Armed Services Exchange Regulation effective October 1, 1949 (pt. 2, par. 3-201). 

Chief petty officers’ mess (open): Bureau of Naval Personnel Regulations for 
Chief Petty Officers’ Messes and Enlisted Men’s Clubs Ashore—1948, NavPers 
15,800. 


3 Exhibit No, 2 (21 men on board June 25, 1953), 
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Marcu 26, 1953. 

Memorandum: 
From: Executive Officer. 
To: Navy Exchange Division Officer. 
Subject: Division Allowance. 

1. Based on the authorized enlisted allowance of 1013 for United States 
NavPhiBase, Little Creek, Norfolk, Va., the following allowance for the Navy 
exchange division is established: 


Rate: Allowance 


C. ScHatz, 
OLSON 
(By direction.) 


Navy ExcHaANGE 


UNITED STATES NAVAL AMPHIBIOUS BASE, 
LITTLE CREEK, NORFOLK, VA. 
JuNE 25, 1953. 
Navy exchange division roster 





Monthly 
Serial No. pay and 
allowance 


Moon, C. F $408.08 | Laundry, Division C. P. O., training 


instructor, 

Griffin, J, L.. 268 f 275.18 | Machinery repair main laundry. 
Anderson, C. O.....- 8} 7-99 137.00 | S. H. barber. 

Baker, A. D........- : 209.60 | Western Union. 

Bluestone, B. E 165.96 | 8S. H. clerk, K-4 warehouse, 
Boyle, J. O . 85.80 | Western Union, mess cook. 
Campbell, B. A ! 85.80 | Western Union. 

Chandler, F J ' 173.10 | S. H. clerk, retail warehouse. 
188. 70 . H. clerk, H-9 commissary. 
Eagle, D. D........-- 7-22 107. 02 . H. barber. 

Eisel, M.J........... 27-38-7: 243. 05 . H. tailor. 

Hardesty, C. G J 572-£ 85. . H. clerk, registers. 

Jones, B. C : 27: 199. . H. laundry (A. P. L.). 
Lowman, R. B....... N ‘ 94. 32 . H. laundry, main laundry. 
Mattea, F J 7 ; . H. barber. 

Mattson, M. C 39 ‘ . H. laundry, main laundry. 
J 5. . H. clerk. 

Rush, H. R , . H. barber. 

Wriens, J. A......... 331-69-57 94.32 | 8S. H. barber. 

Zito, C. T 926-26-00 e 8S. H. barber, head barber. 
Schell, J. D 572-29-03 b Compt. Cleaner. 














Exursit No. 61 
GENERAL AccouNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152-W N-7 


Report oF INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES AT 
THE Unitep Sratres Navau Station, Navat Base, Norroix, Va. 


INTRODUCTION 


A survey was made of the sale of alcoholic beverages at the United States Naval 
Station, Naval Base, Norfolk, Virginia, in order to ascertain the channels through 
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which the alcoholic beverages were procured, the extent of the sales, the effect on 
Federal, State, and local tax structures, the cost to the Government, and the 
authority for the sale of liquor on the reservation. 


ACTIVITIES SELLING ALCOHOLIC BEVERAGES 


Activity Alcoholic beverage sold Method of sale 


Commissioned officers’ mess (open) .-- | Beer, wine, whisky, | Retail package store 
gin, rum, etc. | _ and bar. 
Commissioned officers’ mess (open) convoy escort piers ! G0..00 Bar only. 
Commissioned officers’ golf club mess (open) | do-_..- Bar olny. 
Commissioned officers’ mess (open) beach club, Virginia | Beer | Cans for consumption 
Beach, Va. on premises. 
Commissioned officers’ mess (closed) do-___- Cans for consumption 
on premises. 
Navy exchange: Navy exchange garage-.- CRewiaiiens Cases for off premises 
consumption. 
Beer hall (enlisted men) | do... Bar, draught and cans. 
Enlisted mens’ club Give | Bar, cans only. 
Outdoor beer garden (enlisted men). - do... | Bar, draught only. 
Convoy escort piers ! do.... Bars,draught and cans. 
Fleet recreation park ! tn | Bar, draught and cans, 
Chief petty officers’ club... Beer, wine, whisky, | Retail package store 
gin, rum, ete. and bar. 
Benmoreell enlisted mens’ club !_.-. Beer - . .. ..| Bar, draught and cans. 


| 





1 Located off main station. 


All liquors are purchased direct from distillers. The Navy exchange purchases 
beer in carload lots direct from brewers. All other activities listed above purchase 
beer from local distributors; however, in some instances the commissioned officers’ 
club (closed) purchased beer from the Navy exchange paying the exchange a 
6 percent markup on the delivered price from the brewer. 


EXTENT OF SALES 


Alcoholic beverages are being sold at the United States naval station to military 
personnel and their dependents and guests as follows: (a) Liquor in package 
stores (commissioned officers’ messes) is sold only to officers on active duty; 
(b) liquor in the package store of the chief petty officers’ club is sold to chief petty 
officers and equivalent ranks in other military services both active and retired; 
(c) all military personnel (active, retired, and Reserve) may purchase beer (cans, 
draught, and cases) ; (d) chief petty officers and above (active, retired, and Reserve) 
can purchase liquor by the drink; (e) guests of military personnel are permitted 
to consume alcoholic beverages when sold by the drink; however, it is required 
that purchases be made by the authorized military personnel. Officials stated 
that in many instances this was impractical to enforce and the practice was not 
strictly adhered to. 

Dependents of military personnel are also permitted to make purchases of beer 
from activities of the Navy exchange. Officials stated that in all sales of beer 
and liquor the purchaser is normally required to properly identify himself; however, 
in many instances this policy was not followed. 


EFFECT ON FEDERAL, STATE, AND LOCAL TAX STRUCTURES 


The sale of alcoholic beverages at the United States naval station is a sizable 
business and affects State and local taxation to a considerable extent, as further 
explained below. An official of a local State alcholic beverage control board said 
that military reservations in Virginia were exempt from State taxation under the 
Alcoholic Beverage Control Act which results in a considerable loss of revenue to 
the State. He explained that Virginia does not have a tax on liquor but achieves 
the same effect by purchasing liquor and selling it with a markup in State liquor 
stores. 

Paragraph 4-22 of the Alcoholic Beverage Control Act of Virginia provides that 
when the State comptroller transfers money (net profit from State liquor store 
sales) to the general fund of the State, two-thirds of all such money in excess of 
$750,000 shall be apportioned and distributed by the treasurer of Virginia to the 
counties, cities, and towns of the commonwealth on the basis of population. 

Paragraph 4—40 of the Alcoholic Beverage Control Act levies an excise tax on 
beer bottled or sold at the rate of $3.10 per 31-gallon barrel, 2 cents on a 12-ounce 
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bottle or can, and 1% mills per ounce on bottles in excess of 12 ounces. Beer 
sold on military reservations in the State of Virginia is exempt from the excise 
tax on constitutional grounds. Each month the Navy activities involved com- 
plete an excise tax certificate in which they certify that they purchased a certain 
quantity of beer. "his certificate gives the wholesaler or brewer excise tax 
exemption for the beer sold to the military activity. 


State and local taxes and licenses 


The State of Virginia requires places of business selling beer to purchase St 
licenses as follows: 


Retail State license: 
Off premises, beer _ 00 
On and off premises, beer 00 
On premises, beer ; ; : . 00 
Retail merchant’s license: 
Ist $2,000 of business . 00 
Balance of business per $100 ; . 20 
The city of Norfolk also requires similar license as follows: 
Retail city license: 
On and off premises, beer _-- : Pee ; . 00 
On premises, beer : ‘ ‘ . 00 
Off premises, beer i 50. 00 
Retail merchant’s license: 
Ist $3,000 of business sik 00 
Balance of business per $100 . 30 


Military reservations are exempt from the State and city licenses 

The amount of taxes and licenses which a private concern would have to pay 
based on the approximate yearly sales of beer at the United States navai station, 
and the equivalent loss of revenue to the State of Virginia and the city of Norfolk 
is as follows: 


Licenses 
Annual 7m 
sales State 
mer- 
chants 


Activity City 


mer- 
| chants 


City 
beer 


Commissioned officers’ mess (open) | $76, $8, 269. | $168. 52 $125 | $249.78 
Convoy escort piers (officers) | ‘ 279. 23. 92 100 | 32. 88 
Commissioned officers’ golf club mess | 

(open) - | 9, 768. 10 35. 20 100 | 49 
Commissioned officers’ mess (open) | | 

beach club | , 560 10 | 30. 00 (Q) | () 
Commissioned officers’ mess (closed) -.-_| i, | 602 10 28. 05 100 | 39. 07 
Navy exchange activities ? | 844, f 78, 041. 45 60 | 1,784.13 550 | 2,658.19 
Chief pettv officers’ club. } 61,é 5, 821 20 139. 16 125 205. 74 
Benmoreell enlisted men’s cluo 136, 207. 96 2,774 20 288. 42 125 | 429. 62 


Total_-_. . om ~--2-----] 1, 144, 693. 6 7, 116.77 | 160 | 2,497. 40 1,225 | 3,665.08 


’ Beach Club is located in Princess Anne County, Va. No county beer or merchants license required. 
2 State an 1 city beer and merchants license computed on the basis that facilities operated by the Navy 
exchange would involve 6 separate commercial retail establishments, each requiring separate licenses. 


Total revenue which would be derived by local and State governments from 
sale of beer at the naval station is $113,293.10. 

In addition to the loss of revenue noted above on the sale of beer by the United 
States naval station, the State of Virginia and in turn the local governments are 
deprived of considerable income as a result of the Navy selling liquors on the 
station. For example, the following sales of liquors are made by the station: 

Annual sales 

Activity (approzimate) 
Commissioned officers’ mess (open) eae __. $453, 664. 00 
Commissioned officers’ golf club mess (Open) -_-_------- eee 10, 200. 00 
Chief petty officers’ club ; aa 101, 470. 08 


Total annual sales, liquor ; 565, 334. 08 
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The above liquor sales include both bar and package-store sales and the bar 
sales, in turn, include both straight and mixed drinks. As previously noted 
herein, retail liquor sales in Virginia are made through package stores operated by 
the State, the net profit derived therefrom being utilized for the operation of 
State and local governments. Since it was impractical to attempt to convert 
the sales made by the Navy, particularly mixed drinks, into sales that would 
have been made if sold by the State in its package stores, the overall loss in 
revenue to the State of Virginia was not readily determinable. 


Federal taxes 


The activities selling alcoholic beverages on the station paid Federal taxes as 
follows: 


Annual Annual 
retail fermented | wholesale 
lic ome | malt fermented Tax on 
ie + a? liquor malt bottled 

eaners dealers’ dealers’ liquors 2 


stamp : 
($50) 2 stamp stam 


Activity 


| 
Annual 
| 


Commissioned officers’ mess (open) : a a 

Commissioned officers’ mess (open), convoy escort 
piers 3...... : | 

Commissioned officers’ golf club mess (open) - .-..--.-- 

Commissioned officers’ mess (open), beach club--. 

Commissioned officers’ mess (closed) - - - - sendin 

Navy exchange ¢___ 

Navy exchange, convoy escort piers * 

Navy exchange, fleet recreation park 3_. 

Chief petty officers’ club - - - ; 

Benmoreel] Enlisted Men's Club * 








m 








1 Combination stamp for sale of liquor and beer. 

2 Federal tax is included in billing from distillers. 

3 Activity located off main station. 

4 Navy exchange operates 4 separate beer outlets on the station proper, all of the outlets operating under 
1 Federal stamp. The wholesale stamp held by the Navy exchange is for the purchase of beer im carload 
lots direct from brewers. 


COST TO THE GOVERNMENT 


All of the alcoholic beverage dispensing activities are located in Government 


owned and maintained buildings. 
Military personnel are utilized in the management and operation of the Navy 
exchange, clubs, etc., as follows: 





Activity Number |Numberen- 
officers listed men | Part time | Full time 


Commissioned officers’ mess (open) 
Commissioned officers’ golf club mess (open) 
Commissioned officers’ mess (closed) 

Navy exchange activities 


Chief petty officers’ club 


19 prisoners work 2 hours each week to unload carloads of beer. 
26 seamen assigned as cleaning detail 5 hours each day, 7 days per week. 


The personnel listed above (other than those explained in footnotes) devote 
their time to the operation of the respective club, etc. The amount of time they 
spend in the actual handling of alcoholic beverages and the resultant cost to the 
Government was not readily determinable. 
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AUTHORITY FOR LIQUOR SALES 


Officials of the United States Naval Station, Norfolk, advised that the authority 
from the Fifth Naval District for selling aleoholic beverages by various activities 
of the station is Fifth Naval District Instruction 183.1 ! dated February 16, 1951, 
and the basic authority is as follows: 

Commissioned officers’ messes (open and closed): Bureau of Naval Personnel 
Regulations for Commissioned and Warrant Officers’ Messes Ashore—1952, 
NavPers 15,847. 

Navy exchange activities: Armed Services Exchange Regulation effective 
October 1, 1949 (pt. 2, par. 3-201). 

Chief petty officers’ and enlisted men’s clubs: Bureau of Naval Personnel 
Regulations for Chief Petty Officers’ Messes and Enlisted Men’s Clubs Ashore 
1948, NavPers 15,800. 

Chief Petty Officers’ Club 

As previously noted herein, the chief petty officers’ club on the station operates 
a package liquor store. This store was authorized by the commandant, Fifth 
Naval District letter dated April 9, 1951.2 

Paragraph 1101.(3) of Bureau of Naval Personnel Regulations for Chief Petty 
Officers’ Messes and Enlisted Men’s Clubs Ashore, 1948, NavPers 15,800 reads 
as follows: 

‘* * * Cognizant district and river command commandants and chiefs of 
air functional training commands may authorize the sale of packaged liquor in 
chief petty officers’ messes (open) when commercial sources are not conveniently 
available * * *.’’ 

The Virginia Alcoholic Beverage Control Board operates 15 package stores 
throughout Norfolk, practically all of which are readily available to chief petty 
officers, their dependents, and any other military personnel over 21 years of age. 
The majority of the chief petty officers reside throughout the city of Norfolk and 
pass by State liquor stores to and from the naval station. 


U. 8. Nava Station, 
Nava Bass, 
Norfolk 11, Virginia, February 16, 1961. 
5ND Instruction 183.1. 
From: Commandant, Fifth Naval District. 
To: Distribution List. 
Subject: Alcoholic liquor for beverage purposes at naval shore establishments 
within boundaries of the Fifth Naval District. 


1. Purpose.—To regulate the sale and consumption of alcoholic liquors and 
beer and ale of regular commercial strength in activities within the Fifth Naval 
District. 

2. Authority for sale and consumption.— 

(a) The sale and consumption of alcoholic liquors in officers’ messes, chief 
petty officers’ messes (open, and staff noncommissioned officers’ clubs currently 
established in activities within this district is hereby authorized. 

(b) The saie and consumption of beer and ale of regular commercial strength 
in Navy Exchanges, Post Exchanges, enlisted men’s clubs and recreation centers, 
and ship’s stores currently established is hereby authorized. 

3. Approval for new facilities—Prior to the establishment of new facilities 
as mentioned in paragraph 2 (a) and (b), written request to establish such facilities 
and to sell alcoholic liquors shall be submitted to the commandant for approval. 

4. Responsibilities of commanding officers——Commanding officers operatin 
facilities as mentioned herein shall issue detailed control instructions which shallg 
include prohibition of sales to minors and require conformity with applicable local 
laws. leoholic liquors containing 3.2 percent or less by weight of alcohol are 
considered nonintoxicating by Federal and Virginia State law and may be sold to 
minors over eighteen (18) years of age. 

R. O. Davis. 


1 Exhibit No. 1, 
2 Exhibit No. 2. 
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U. S. Nava SratTion, 
NAVAL Bass, 
Norfolk 11, Virginia, April 9, 1951. 
From: Commandant Fifth Naval District. 
To: Commanding Officer, Naval Receiving Station, Norfolk, Va. 
Via: Commander, U. 8. Naval Base, Norfolk, Va. 
Subject: Sale of Packaged Liquor, Chief Petty Officers’ Mess (Open) ; request for. 
Ref: (a) CO NavRecSta Itr NM10 (53a) J14/J3 Serial AD-160 dtd 29 Mar 1951. 
(b) NavPers Regs for CPO Messes and EM Clubs Ashore 1948, NavPers 
15800. 
(c) 5ND Instructions 183.1 of 16 Feb 1951. 
1. Reference (a) is approved. 
2. Attention is invited to paragraph 1105 Section XI of reference (6). 


R. O. Davis. 


Exuipit No. 62 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. I-18152-SE-3 


Report oF INVESTIGATIVE SURVEY OF THE SALE OF ALCOHOLIC BEVERAGES, 
McCuorp Arr Force Base, WASHINGTON 


PROCUREMENT AND SALE OF LIQUOR 


The State of Washington maintains a monopoly, by law, on the wholesale 
procurement of liquor in the State with the exception of that purchased for use 
on Government reservations. The State authorizes Federal instrumentalities to 
make direct purchases of liquor from wholesale dealers and issues permits for each 
purchase upon request. 

Liquor, other than beer, is dispensed only through the officers’ and noncom- 
missioned officers’ clubs by the drink, with the exception of a small private bottle 
club operated by Royal Canadian Air Force personnel. Liquors for use in both 
the Officers’ and NCO clubs are purchased by each club. Beer is purchased 
from wholesale dealers directly by the officers’ and NCO clubs and by the post 
exchange, each organization paying the distributors directly for the beer. 


EXTENT OF SALES 


Membership in the officers’ and the NCO clubs consists of both inactive and 
active duty Kir Force personnel. Each club maintains membership rolls and 
dues are charged according to the by-laws. As of June 10, 1953, the officers’ 
club had 753 active duty members and the NCO club had a total of 937. Mem- 
bers may bring guests to their clubs and there is usually no check made as to 
identification. 

Beer is sold by the bottle to those eligible to make purchases at the post ex- 
change cafeteria, but bulk beer sales are restricted to military personnel having 
commissary privileges. 


ADVERSE IMPACT ON TAX STRUCTURES 


Federal tax on beer and liquor dispensing activities is currently paid. The 
officers’ and NCO clubs each pay $50, and the post exchange, dispensing only 
beer, pays $22 per year. 

The officers’ and NCO clubs would be subject to the State of Washington class 
H license for dispensing of liquor by the drink at $300 each per year if they were 
operating off the Federal reservation, and the post exchange would be subject to 
a class E license of $25 per year for retailing beer off premises. 

The State of Washington requires commercial bars and private clubs, other 
than those of the Armed Forces on Government reservations, to purchase liquor 
from State-owned stores. The price of the liquor sold at these stores is marked 
up to furnish revenue to the State. The extent of the markup varies from 59% 
percent on spirituous liquor, 69 percent on wine, dry, imported, to 83 percent on 
wine, dessert. Very small quantities of wine are used by the clubs, and the 
5944 percent markup has been used for purposes of computation. Beer is taxed 
by the State at the rate of $1 per barrel of 31 gallons. 
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The prices paid by the clubs for liquors were found to average about 39 percent 
less than State retail prices. If the clubs were class H licensees, they would be 
able to purchase from the State at a 15 percent discount. The value of liauors 
consumed was therefore increased by 24 percent to bring it to a cost equivalent to 
that for which it could have been purchased from the State. On the basis of 
consumption from January to June 1953, and a 44% percent markup by the State 
(59% percent less 15 percent) on liquor, the estimated potential revenue loss to 
the State for a year on liquors and beer consumed would be as follows: 


Liquor 
Officers’ club $21, 349 
Noncommissioned officers’ club 18, 110 
Post exchange 


Total 39, 459 


In addicion, the loss of revenue to the State at 59% percent markup on the 
quantity of liquors sold through the bottle club operated by the Royal Canadian 
Air Force would cotal approximately $6,115 per year, based on April 1953 con- 
sumption. This liquor is imported under Public Law 271, and the Federal tax 
thereon would be approximately $7,500 per year. 


COST TO GOVERNMENT FOR CLUB AND EXCHANGE OPERATIONS 


The officers’ and NCO clubs are operated by Air Force personnel except for 
certain civilians employed as bookkeepers, who are paid from nonappropriated 
funds. The pay and allowances of Air Force personnel utilized by these two 
clubs in dispensing and administration of liquor on Government time is approxi- 
mately $19,299 per year. In addition vo the above, Air Force personnel are hired 
during off duty hours to serve as bartenders, waiters, and entertainers and are 
paid from nonappropriated club funds, 

\ll buildings utilized in the club operations are Government-owned. Also, 
zach club has a minor amount of Government-owned equipment on custody 
receipts. Utilities, alterations and general repair furnished by che Government 
are reimbursed in accordance with charges made by the air installations and 
communications officers. 


BENEFITS TO OFFICERS AND EMPLOYEES IN CLUB OPERATIONS 


Liquor for use in the officers’, Royal Canadian Air Force, and NCO clubs is 
yurchased directlv from wholesale distributors rather than from tne Washington 
Site Control Commission. It is the responsibility of the wholesalers to secure 
a permit from the Washington Liquor Control Commission to permit transit of 
Washington tax-exempt liquor from distributors to the Federal agency. All 
liquor so procured is to be consumed only on the military reservation and not to 
be resold; however, in visiting the Pierce County sheriff’s office it was noted t} 
as a result of recent raids by chat office on local night clubs m the city of Tacoma, 
several cases of beer marked ‘Washington tax exempt’’ were confiscated ft 
clubs. The only beer authorized by the State of Washington to be thus stamped 
is that sold to Federal agencies. 

Several bottles of liquor confiscated from one club bore the stamp noncommis- 
sioned officers open mess. Some of these bottles were traceable to McChord 
Air Force Base by means of numbers and names located on the bottles and in 
club records. Some of these bottles traceable to the military base had evaded 
both State and Federal taxation. Most of the liquor in this category did how- 
ever bear a stamp of the Canadian Government and were Imperial Canadian 
liquors. 


AUTHORITY FOR THE SALE OF LIQUOR ON THE AIR FORCE RESERVATION 


Sale of malt beverages on the reservation is provided by Air Force reguiations.' 
Specific authority for the sale of alcoholic beverages other than beer was not found 
in the regulations, but they do provide for a board of governors to specify the 
activities of a mess,? and under such authority permission was granted to sell 
liquor. 


1 AFR 176-10. 
AR 210-60, Sec. 14, e, (1) and AFR 176-11, Sec. 13, e, (2 
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Liquor sold to Federal agencies is exempt from taxation by the State of Wash- 
ington, so long as it is to be consumed on the military reservation. 

McChord Air Force Base is an aerial port of entry and sizable amounts of liquor 
are landed daily from Canada and other foreign countries free of all Federal and 
State taxes. The Military Air Transport Command, commonly known as 
MATS, allows each person arriving in the United States by military plane to 
bring the maximum of 1 gallon of liquor per trip allowed by customs regulations, 
providing that he is away from the United States 48 hours, and providing further 
that he brings no more than 1 gallon per month into the United States. In an 
interview with a MATS operatings cfficer and certain crew members of that 
organization it was found that they were unaware of the 30-day provision men- 
tioned above. Upon further inquiry from local customs officials it was found 
that the extent of individual importations per month is not checked except in a 
very few isolated obvious cases. Those MATS crew members interviewed esti- 
mated that 60 percent of all crew members bring their full allowance of 1 gallon 
of liquor with them on each incoming flight due to the great disparity of prices 
between liquors purchased outside United States with those purchased within. 
Some of those interviewed stated that it was a common practice to bring liquor 
back for other military personnel not assigned flying duty by utilizing the allow- 
ances of crew members not making an importation for themselves. The MATS 
operations office estimated that an average of 64 crew members land at McChord 
each day from trips outside the continental limits of the United States. Based 
upon these figures it is estimated that at McChord Air Force Base alone the 
Federal Government is losing $345.60 per day, or $146,818 per year in revenue. 
This figure does not include that liquor brought into this country by MATS 
passengers as distinguished from crew members. No attempt was made to 
compute the revenue the State of Washington would receive if that portion con- 
sumed in the State was subject to taxation. 


* The ratio of passengers to crew members on incoming flights from foreign countries is approximately 
3 tol, 


Exursit No. 63 
GENERAL ACCOUNTING OFFICE, OFFICE OF INVESTIGATIONS 
Report No. 1-18152-SE-2 


Report OF INVESTIGATION OF THE SALE OF ALCOHOLIC BEVERAGES AT Fort 
LAWTON, WASHINGTON 


INTRODUCTION 


Survey predicated on Central Office letter of May 14, 1953, was conducted 
relative to the dispensing of alcoholic beverages on Government reservation, 
Fort Lawton, Wash., located within the city limits of Seattle. The sale of or 
dealing in intoxicating liquors is prohibited if title to such intoxicating beverages 
passes or changes upon any premises used for military purposes by the United 
States. (Sec. 38 of the act of February 2, 1901 (10 U. 8S. C. 1350) and sec. IX, 
AR 210-10, January 12, 1950.') 


PROCUREMENT AND DISPENSING 


In accordance with Sixth Army Letter, AMAAG 435, subject: “Method of 
Dispensing Intoxicating Liquor at Officers’ Messes’” dated May 10, 1951,? the 
commanding officer, Fort Lawton, Wash., on January 23, 1953, authorized (par. 
18d AR 210-50) and established, an activity known as the Fort Lawton, Wash., 
officers’ and noncommissioned officers’ open mess locker fund. The constitution 
of the locker fund ‘ provides for three types of membership as follows: 

Type A membership: Active members of the Fort Lawton officers’ and non- 
commissioned officers’ open messes. The deposit card * is evidence that the holder 
has beverage in storage in the value of $10 for officer members and $5 for non- 
commissioned officer members and entitles him to withdraw beverage either from 
the package store or over the bar by paying a fixed replenishment charge. 





1 Exhibit 1. 
3 Exhibit 2. 
§ Exhibit 3. 
4 Exhibit 4. 
4 Exhibit 5. 








COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 1495 


Type B membership: Honorary members of the Fort Lawton officers’ and non- 
commissioned officers’ open messes. The deposit card* is evidence that the 
holder has beverage in storage in the value of $2 for officer members and $5 for 
noncommissioned officer members and entitles him to withdraw beverage only 
by the individual drink from this storage by paying a fixed replenishment charge. 

Type C membership: Associate members of the Fort Lawton officers’ and non- 
commissioned officers’ open messes. The deposit card’? is evidence that the 
holder has beverage in storage in the value of $1 and entitles him to withdraw 
beverage only by the individual drink from this storage by paying a fixed replen- 
ishment charge. 

The State of Washington by law has monopoly control of all spirituous liquor 
and wine, except that wine which is produced in State of Washington. The 
State liquor control board therefore is the sole dispensor of liquor in the State of 
Washington, except on Federal Government property. Thus, the locker fund, 
through the locker officer, as agent for the membership is able to purchase on 
behalf of the membership spirituous liquor and wine direct from liquor dealers 
at reduced prices. 

SALES 


Liquor by the package is only dispensed to A members; officers are limited to 
2 bottles of liquor and noncommissioned officers to 1 bottle in a 24-hour period. 
Liquor by the drink is dispensed to all members. In addition, all members may 
bring guests and secure liquor by the drink for guest, or in the case of A members, 
secure liquor from the package store for special parties. The showing of a mem- 
bership card at the bar for liquor by the drink is not required. In addition to the 
dispensing of liquor and wine the locker fund dispenses beer and is the only ac- 
tivity on the Government reservation dispensing alcoholic beverages. 


IMPACT ON FEDERAL, STATE, AND LOCAL TAXES 


Officers’ mess open or clubs are liable for special tax for the sale of liquor where 
the United States Government does not bear the cost. The Federal retail liquor 
dealers tax covering sale of beer, wine, and distilled spirits for the full fiscal year 
is $50 (sec. 194.20 IRC) and has been paid by both messes. In addition the locker 
fund pays all other Federal taxes on liquor, wine, and beer; i. e., that which is 
imposed on the container. 

A State of Washington class H license for the sale of liquor by the drink is 
$300, wine retailers class F license—off premises $35 and beer retailers class E 
license—off premises $25. Thus, the total State licenses for both messes, if 
applicable, would be $720 annually. 

The State’s markup is set forth in a letter of May 28, 1953, from the Washington 
State Liquor Control Board.’ If State law was applicable, the revenue loss to 
the State, based upon the locker fund’s present monthly purchases of approxi- 
mately $8,500, would be approximately $38,952 annually. 

In order to purchase liquor in the State an individual must secure a permit at 
$1 per year or $0.50 for military personnel. Based on membership records of 
the locker fund it is estimated that the loss of revenue to the State in permit 
purchases would be not less than $3,000 annually. 

No local taxes are applicable to the sale of alcoholic beverages in the city of 
Seattle where Fort Lawton is located. 


cosT TO THE GOVERNMENT 


A portion of the time of four military personnel is utilized in the dispensing of 
liquor through the locker fund. The following reveals the cost to the Govern- 
ment as a result of such practice: 








| : | Psyand | Cost to Gov- 
Rank | Time allowances | ernment 
| Percent 
De NG ia ii thie ncidnini rudd sonntakcsnmttinreoceonsein — 25 $338. 58 $84. 65 
a ie eae ee asics siachstinal i aeaietnaiaacadaaitiladinatiain etait aa im HD | 338. 58 169. 29 
IE oc ncwnconsnannned hicnessane ; 334 427. 82 142. 61 
Staff sergeant... .._- PROS eT RE ES bees 3344} 269. 10 | 89. 7 
BE SEN andiucnaetaundenamentbenesncensboownensn el eeaiee cae ee See 486 25 
I Pi iiscintre sn catnuscaydddcenenepsecneqnbensseus Dodo aseqiinaneiute | poqnanmebenkaa 5, 835. 00 
| 


6 Exhibit 6. 
7 Exhibit 7. 
§ Exhibit 8. 
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IMPROPER GAIN BY INDIVIDUALS 


No evidence was found which would indicate that any Federal officer or em- 
ployee improperly benefited from the operation of the locker fund. 


AUTHORITY 


Authority for the dispensing of liquor at Fort Lawton, Wash., was authorized 
(par. 18d AR 210-50) on January 23, 1953, by the commanding officer, Fort Law- 
ton, Wash.° 

VIOLATIONS 


Article III of the constitution of the locker fund provides that the liquor de- 
posit may be refunded within 90 days after termination of membership. If a 
member does not request the refund within 90 days after termination of member- 
ship his deposit will be forfeited and turned over to the open mess to which he 
belonged. 

Examination of locker fund records revealed that the officers had not more than 
19 active C memberships and the NCO none. A copy of the locker fund financial 
statement for May 31, 1953,° revealed that the membership deposits were $7,823; 
however, after deducting $2,408 for the terminated C memberships it would leave 
only $5,415, while the merchandise on hand was $6,369.53. It would therefore 
appear that the locker fund owned $954.53 worth of liquor in excess of member- 
ship deposits.'° This condition has existed for the past 3 months and when called 
to the attention of the officer in charge it was stated that action would be taken 
to correct the situation. 


APPENDIX 8—REPORT OF PAINT STUDY COMMITTEE OF THE 
NATIONAL SECURITY INDUSTRIAL ASSOCIATION 


SUMMARY 
INTRODUCTION 


Under date of July 15, 1952, the Secretary of the Navy addressed a letter, 
attachment A, to the National Security Industrial Association, asking for advice. 
Secretary Kimball specifically requested considered opinions on the effectiveness 
of the Navy’s paint manufacturing operations. In this letter the Secretary also 
stated that he was interested in determining whether the reasons for the Navy’s 
entry into the paint production field and the continuation of such operation are 
clearly justifiable. 

The executive director of NSIA, Commodore J. K. Richards, acknowledged 
Secretary Kimball’s letter with the suggestion, attachment B, that a specia! Paint 
Study Committee be organized by selecting executives from companies in the 
paint industry. The selection and organization of this committee followed 
promptly. 

The committee thus selected, composed of nine representatives of large, small, 
and intermediate paint manufacturers, met to organize their operations on 
September 24, 1952. The group met again on October 22 and December 3, 
and prior to this latter date paid a visit to the paint-producing facilities at the 
Norfolk Naval Shipyard. On January 5, 1953, a meeting was held to draft this 
report. 

It is the purpose of this report to present for the Secretary of the Navy the 
committee’s analysis of the problem and its summary of conclusions and recom- 
mendations. 

METHOD OF APPROACH 


In general, the committee considered its assigned task to involve: 

(a) A review of the paint manufacturing operations in which the Navy is 
presently engaged. 

(6) Comments by committee members on the Navy’s organization of effort, 
and its policies within the field of paint manufacturing. 

(c) The molding of individual discussions and suggestions into the committee’s 
conclusions and recommendations from which the Navy may develop a sound 
future policy. 





* Exhibit 9. 
© Sec. 38 of the act of February 2, 1901 (31 Stat. 758, 10 U. S. C. 1350); sec. IX, AR 210-10, Jan. 12, 1950. 
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The committee considered it essential to establish procedures for considering 
the problem and arriving at recommendations which, while reflecting the opinion 
of the committee members as individuals, would provide as complete as possible 
an answer to the Navy’s questions without regard to any pe rsonal or corporate 
self-interest. (The committee members have determined that the proble m requires 
consideration of the following main factors as prerequisites to the making of a 
recommendation or the presentation of data upon which the Secretary may 
decide the policy question involved: 

(a) Analysis of original reasons for the Navy entering into and conducting 

paint manufacturing operation 

(6b) Analysis of economic factors involved: 

1. Productive capacity of Navy facilitie 

2. Costs of production in Navy facilities. 

3. Quality and quantity requirements and controls. 

4, I ffect of trend toward Navy use of vinyl paint 

5. Qualitative and quantitative capcity of industry to meet Navy require- 
ments satisfactorily. 

6. Cost comparisons (Navy costs versus purchase price in open market 
for similar products at substantially identical times Industry’s costs or 
costs of specific manufacturers are not to be considered, only prices charged 
the Navy) 

7. Evaluation of Navy paint production facilities and practicality of their 
disposition. 

8. Effect on Navy procurement, and costs, of complete reliance on industrial 
production if Navy paint production should be terminated. 

(¢ i ffectiveness of Navy operation 

1. Evaluation of Navy’s plant, including consideration of age and efficiency 
of equipment 

2. Degree of employment of technological developments 

3. Security aspects of centralized production in Navy installations versus 
dispersed industrial sources. 

(d) Analysis of arguments of present applicability of original Navy reasons 
for entering paint production field and consideration of present applicability of 
such reasons, and any other pertinent reasons for or against Navy continuance 
in paint produc tion operations. 


RECOMMENDATIONS AND CONCLUSIONS 


The committee presents the following recommendations and conclusions after 
thorough discussion and deliberate screening of opinions. Each committee 
member has responded to the high goal that his suggestions be carefully weighed 
as best serving 

A. The military security (especially the overall effectiveness of Navy action). 

B. The civilian industrial economy, without which military security is im- 
possible. 

C. The challenges of future progress. 

The committee recommends: 

1. The Secretary of the Navy should weigh carefully the following advantages 
to the Navy of a plan to discontinue paint manufacturing, but to expand the 
Navy’s program of research and development in a search for constantly improved 
paint materials and practices. 

(a) Private industry can supply all of the Navy’s paint requirements even and 
especially under emergency conditions and this can be accomplished without the 
unnecessary risks of concentrated paint manufacture in the Navy yards 

(b) Although the two Navy paint factories appear to be well orgs anized under 
competent supervision, the committee finds no convincing evidence that any 
important economies are involved after proper consideration has been given to 
the inherent differences between accounting for taxpaying private industry and 
for tax-free Government operation. 

(c) More rapid progress can be made in developing better paints and more ade- 
quate protection for Navy ships and equipment. The committee feels that, if 
they were freed from smbiuneeniael of paint manufacture, the present Navy staffs 
of research engineers certainly would contribute substantially to these develop- 
ments. They have a demonstrated record of past achievement. 

(d) Given the greater responsibility of meeting expanded Navy requirements 
during a period of relative normality, the committee feels that the paint industry 
would cooperate with Navy research in an accelerated program of improvement. 


35810—54—pt. 3-———34 
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2. Many demands of other navy yard activities could use the Norfolk and Mare 
Island paint manufacturing buildings. The committee respectfully urges an 
immediate study of Navy’s needs for laboratory and pilot-plant facilities before 
assigning paint-manufacturing buildings to other uses. 

3. NSIA—historically established in the best interests of the defense of the 
Nation—is ready to give further service in organizing the future program of 
cooperation between the Navy and the paint industry. 

Respectfully submitted. 

Rosert P. HuGHes, 
Chairman, NSIA, Paint Study Committee. 


The committee: Robert P. Hughes, chairman, Red Hand Compositions Co.; 
Paul R. Croll, Pittsburgh Plate Glass Co.; Richard J. Eckart, Sapolin Paints, Inc.; 
Ralph H. Everett, M. J. Merkin Paint Co., Ind.; Charles J. O’Connor,* Reichhold 
Chemicals, Inc.; Benjamin Patterson, Jr.,* Patterson-Sargent Co.; Leo Silverstein, 
Benjamir Moore & Co.; Clarence W. Slocum, Devoe & Reynolds Co., Inc.; F. A. 
Walters, Socony Paint Products Co. 


APPRECIATION 


The members of the NSIA paint study committee wish to express their sincere 
appreciation for the prompt and courteous manner in which all requests and 
actions in connection with their work were carried out by Navy representatives. 
This feeling is expressly directed toward both military and civilian personnel of 
the Bureau of Ships, the Office of Naval Material, the General Stores Supply 
Office. Philadelphia, the Office of the Supervisory Cost Inspector, eastern area, 
and the Norfolk Naval Shipyard, Portsmouth, Va. 


DeTAILs OF ANALYSES 
I. OBJECTIVES 


The broad objectives of the NSIA paint study committee were to review and 
comment upon the effectiveness of the paint manufacturing operations in which 
the Navy is presently engaged, and to include in its deliberations a consideration 
as to whether the reasons for the Navy’s entry into the paint-production field 
and the continuation of such operations are clearly justifiable. 


Il, METHOD OF APPROACH 


The committee agreed on a specific outline of approach to its problem which 
is set forth in the introduction to the summary of this report. The data with 
which the committee operated consisted of the Navy-production data and his- 
torical information submitted with the statement of the problem; material subse- 
quently submitted by the Office of the Supervisory Cost Inspector, eastern area; 
information obtained visually as a result of a visit to Norfolk Naval Shipyard; 
and technical information and opinions provided by various representatives of the 
Bureau of Ships, Office of Naval Material, Office of the Supervisory Cost Inspector 
and the General Stores Supply Office, Philadelphia. 

The supplementary information referred to above consisted of cost studies of 
paint-manufacturing operations at Norfolk Naval Shipyard based on operations 
during the fiscal year ending June 30, 1951, and cost studies at Mare Island Naval 
Shipyard for the period of January 20, 1951, to June 19, 1951, together with aver- 
age costs to the Navy of paints purchased on bids during the same relative periods. 
These data provided a detailed breakdown of cost to the Navy to produce and the 
cost to the Navy to purchase six of the most heavily consumed paints, The 
request for these data was made in order to minimize the task of assembling 
information, and yet to provide essential coverage of the material on the part of 
the committee. 

After consideration of the foregoing the committee based its recommendations 
upon the phases of analyses described in detail below: 

*The two gentlemen whose names are marked with an asterisk, while duly appointed members of the 


committee, were unable to attend more than 1 or 2 meetings. They did not participate in the drafting or 
preparation of this report. 
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Ill, ANALYSES 


A, Analysis of original reasons for the Navy’s entry into and conducting its paint- 
manufacturing operations 


The committee carefully reviewed the reasons for the Navy’s entering into the 
manufacture of paint at the Norfolk Naval Shipyard in 1902. As stated in 
enclosure No. 1 from the Secretary of the Navy, at that time the Navy had no 
composition formulas and requirements of paint were procured from several com- 
mercial sources. Difficulty was encountered particularly in ship’s bottom paints 
due to incoropatibility of paints procured from different sources. In 1906 a 
modest mixirg operation of ship’s bottom paints was started at Norfolk. Manu- 
facturing or mixing operations of varying degrees were conducted at the various 
shipyards. By 1935 all operations for the east coast was consolidated at Norfolk. 
The Mare Island plant supplied requirements for the west coast. 


B. Analysis of economic factors involved 


1. Productive capacity of Navy facilities—Examination of operating reports for 
the fiscal years 1944 and 1945 and the calendar years 1948, 1949, 1950, and 1951 
indicated Navy facilities have manufactured all types of paints currently used 
for ships and shore facilities with the exception of vinyls. The percentage of 
Navy requirements supplied by their own facilities as compared with those 
supplied by private industry for the years 1944 and 1945 were not available. 
For the years 1948 through 1951 figures indicated that all putty and hot plastic 
were manufactured and supplied by Norfolk and Mare Island. Of enamels, 
paints, and varnishes, the report shows industry supplied only 36 percent in 1948; 
38.8 percent in 1949; 13.5 percent in 1950, and 32.6 percent in 1951. These 
figures would indicate Navy’s present productive capacity to be adequate for 
all requirements in normal peace time. 

2. Cost of production in Navy facilities—For the purposes of this report all 
Navy figures were weighted by Navy’s supervisory cost inspector, eastern area, 
to the approximate costs borne by industry such as corporate taxes, real-estate 
taxes and other taxes, insurance, fringe benefits to labor, administrative costs, 
depreciation costs, etc. These factors could only be approximations and may 
or may not be fair. For the purposes of this report it would seem proper to 
assume that they are. It would be impossible for the committee with the resources 
at its command and the limited time available for the study to attempt a more 
thorough cost analysis. Review of the cost figures submitted would appear to 
indicate Navy costs are reasonable. Again, the committee points out that they 
have no way of knowing whether all proper cost components have been included. 

3. Quality and quantity requirements and controls.—Representatives of the 
general stores supply office at Philadelphia met with the committee and described 
the procedures followed in the procurement of raw materials as well as the placing 
of orders for finished paint for the Navy. All requirements taken from the Navy 
facilities are placed quarterly; those for the east coast at Norfolk and those for 
the west coast at Mare Island. Both plants call upon Philadelphia to purchase 
and schedule deliveries of raw materials. At the Norfolk factory elaborate 
charts and controls are in effect both as to raw materials, delivery schedules, raw 
material use, production and supply of finished products. The system would 
appear to be efficient and detailed. It permits long runs on each type of paint 
and thus maximum use of manpower and equipment. The members of the 
committee were advised that raw material inventory turns over twice in a year. 
This would appear slow, and would indicate excessively high raw material stocks. 
The usual industry practice involves raw material turnover at least 4 times in 
1 year. 

4. Effect of trend toward Navy use of vinyl paints.—At the present time the Navy 
is undecided as to how generally this type of paint may be used. 

5. Qualitative and quantitative capacity of industry to meet Navy requirements 
satisfactorily.— At the present time Navy requirements are largely based on com- 
position formulas, both as to raw materials and finished products. Most reputable 
manufacturers are equipped with laboratory and technical personnel capable of 
assuring quality. 

There is no question in the minds of the committee members that the Navy can 
satisfactorily control the quality of the paint which the Navy purchases from 
American paint manufacturers. These manufacturers have had large experience 
in furnishing paint to meet exacting requirements in many domestic fields. All 
commercial marine shipping is also supplied with paint by these same independent 
paint manufacturers. As to the quantitative capacity of industry to meet Navy 
requirements, suffice it to say that industry could easily supply Navy’s entire 
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requirements of paints, varnishes, and enamels. Even in the war year 1945, 
Navy’s maximum output of these products amounted to less than 3 percent of 
current annual industry production. 

6. Cost comparisons.—Upon careful examination of the cost data (reference 
bibliography) submitted by Norfolk Naval Shipyard, serious discrepancies were 
found by the committee. Also an admittedly unrealistic picture of financial 
savings to the Navy through the operation at Norfolk Naval Shipyard, as com- 
pared with current purchases from private industry was presented. This report 
was therefore found to be of no value in this study. 

To assess a more realistic comparison of costs of Navy requirements as pro- 
duced by Navy against those purchased from industry, new data (reference e) 
was obtained from the Navy wherein six of the most commonly used products 
were considered. Only these were used in order to narrow the problem and still 
obtain an adequate indication of comparative costs. An identical 6-month 
period was used for materials supplied by Norfolk, Mare Island and industry. 
The procedure assured the use as nearly as possible of the same raw-material 
costs and composition specifications. Since it would be impossible to obtain or 
use individual costs on any product manufactured by industry and the problem 
basically was to deal with cost to the Navy, the low bids at which material was 
purchased from industry during the period in question were used, this information 
being public knowledge 

Two of the most important factors in the cost of paint are raw materials and 
labor. Based on the figures submitted, the average number of gallons per man- 
hour in Navy facilities appeared to the committee to be in line with average 
experience. Raw material costs to Navy approximated those to industry, with 
the exception of the tax on transportation. Cost from industry for 1 of the 6 
paints selected were not available as no purchase had been made during the period 
under consideration. All Navy figures had been weighted to allow as nearly as 
possible any cost borne by industry but not by Navy. Examination of figures 
showed a difference in raw materials costs between Mare Island and Norfolk. 
While some difference may have been due to freight costs, the committee found 
that actually composition formulas had been modified at Norfolk and therefore 
were not comparable. It was also found that there was a slight difference in 
average per gallon cost against per gallon cost of a typical batch in Navy facilities. 
Figures submitted with reference e showed the following results: 

(a) 5-H haze gray: No purchases from industry during the period. 

(b) 20-A grav deck exterior average cost: Cost per gallon produced or 
purchased: 


Norfolk $1. 7068 
Mare Island 1. 7683 
Industry 1. 81 


(c) 23 red deck: Average cost per gallon produced or purchased: 


Norfolk _ $1. 8518 
Mare Island : 2. 0601 
Industry 1. 76 


d) 27 white fire-retardant interior: Average cost per gallon produced or 
purchased: 


l-gallon containers, specification 52—P-—3500: 
Norfolk $2. 2416 
Mare Island 2. 4008 
Industry 2. 90 
gallon pails, specification 52—-P-3505: 
Norfolk 2. 1516 
Mare Island 2. 2582 
Industry 2. 90 


(e) 30 enamel white: Average cost per gallon produced or purchased: 


l-gallon containers,”specification 52-E-6401: 
Norfolk Sik i ies a, 
Mare Island : ans ‘5 2. 3182 
Industry minis 2. 47 
5-gallon pails, specification 52-E-6406: 
Norfolk . : i : 2. 0092 
Mare Island . aadirec iad 4 2. 176 
Industry a a ; al : ie 2. 47 
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(f) 84 zine chromate primer: Average cost per gallon produced or purchased: 
Norfolk $2. 3267 
Mare Island - - - - 2. 2319 
Industry 1 2. 61 


1 See attachment (D) (Supervisory Cost Inspectors Office letter, December 11, 1952, changed this figure to 


Discussion developed the fact that Navy costs are set forth at point of manu- 
facture while industry costs in all cases are based on point of destination, including 
trucking, handling, and freight. Also, at Norfolk certain modifications 2f com- 
position formulas were made which tended to reduce the cost. All procurement 
from industry was based on composition formulas and subject to test and approval. 
It also developed that due to tne method of scheduling and ability for Navy to 
accept or reject orders they were in a position to schedule long runs on one 
product and thereby reduce manufacturing costs. 

7. Evaluation of Navy paint production facilities and practicability of their 
disposition.—It would appear to the committee members that based on their 
visit to Norfolk together with intormation submitted on Mare Island, Navy has 
capacity sufficient to supply total peacetime requirements. Tne period under 
consideration included the Korea mobilization and indicates Navy’s ability to 
satisfy roughly two-tnirds of its requirements of paints, enamels, and varnishes 
and 100 percent of not plastic and putty. Should Navy abandon paint manu- 
facturing, the buildings may or may not be useful for other purposes depending 
on the desires and need of the shipyard management. Equipment could be 
disposed of as used machinery. 

8. Effect on Navy procurement and costs if complete reliance on industrial produc- 
tion if Navy paint production should be terminated.—Procurement policy and pro- 
cedures would, of course, have to be modified to some degree. Acquisition of raw 
materials and containers would not be necessary. While Navy is capable of 
supplying all peacetime requirements, it would be fair to assume that in an 
emergency Navy would be forced to rely on industry to a very great extent. Cost 
should not be materially increased due to the great number or potential suppliers. 


C. Effectiveness of Navy operations 

1. Evaluation of Navy’s plant including consideration of age and efficiency of 
equipment.—As previously stated in this report, the committee visited only the 
Norfolk facility. While we were informed the buildings themselves were old, 
they appeared to be in good repair. Although the paint manufacturing equip- 
ment bas only been partially modernized, the buildings lent themselves t» an 
efficient operation. Personnel appeared qualified and industrious. ‘The committee 
was iaformed Mare Island was comparatively modern and perbaps better equipped 
than the facility at Norfolk. 

2. Review of Navy's technical program.—The Navy research and development 
work is carried on at Philadelphia, and, while this facility was not visited, infor- 
mation would indicate it is well equipped and well staffed. The control laboratory 
at Norfolk, while largely devoted to baten and production controls, als» carries 
mn certain development work such as was done by Mr. Francis on hot plastic. 
We are incormed the same technical setup exists at Mare Island as at Norfolk. 
Mr. Grabam and his division at the Bureau of Ships is in overall control. Fleet 
problems are received bv him and assigned for study and research and the results 
evaluated. Also, suggestions and development work as carried on in industry 
are submitted, screened, and evaluated under his supervision. 

3. Security aspects of centralized production in Navy installations versus disbursed 
industrial sources.—The answer to this question is obvious. Both navy yards 
under consideration would naturally be targets from the air by any enemy. 


D. Analysis of present reasons for Navy manufacturing its own paint 

The Secretary of the Navy, in 1947, gave the following reasons for the continua- 
tion of these naval paint manufacturing plants (see attachment C): 

1. To develop, maintain, and improve the quality of paints. 

2. To obtain material which cannot be obtained with advantage commercially 
due to its special nature, or the small quantity required. 

3. To retain special skills in the working forces in the naval shipyard. 

To answer these in order: 

1. The development, maintenance, and improvement of the quality of the 
paints are essentially the work of laboratories, not paint manufacturing plants. 
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This report in no way would do other than to recommend that there should be no 
disturbance of the laboratories maintained by the Navy to develop, maintain, 
and improve the quality of paints. 

2. The Navy uses vast quantities of paint. There are comparatively few small 
batches required, hence the second reason, as set forth above, is not clearly 
justified by the facts as we have them. The special nature of the paint can only 
apply to hot plastic antifouling material. 

This reason is of little consequence because most of the labor used in paint 
unmade is of an unskilled nature. It is true that the supervisory force 
have to carefully check the operations and such men are skilled. There are 
thousands of such supervisory men in the paint industry in the United States 
who have these skills and there seems little justification for the Navy to feel 
that they also must have a group of men who are experienced in paint manufacture. 


REFERENCES 


(a) Excerpts from REST memo., Dir. Cost Insp. Div., 1 Bu. S&A to Ch. 
BUS&A of 10/10/51, Encl. 2 See. Nav. Letter 7/15/52 to NSIA. 

(b) Cost Study Paint Norfolk Nav. Shipyd., Portsmouth, Va.—dated 10/12/51, 
Encl. 3, Sec. Nav. letter 7/15/52 to NSIA. 

(c) Cost Study Paint Mfg. Ship Mare Island Nav. Shipyd., Vallejo, Calif., 
dated 10/1/51, Encl. 4, See. Nav. letter 7/15/52 to NSIA. 

(d) Cost Paint Mfg. (constructed statement) Norfolk and Mare Island, Encl. 
5, Sec. Nav. letter 7/15/52 to NSIA. 

(e) Supplementary Data—comparative statements of total and unit cost to 
mfg. paint, dated 11/21/52. 

(f) Tabulation—paint products Mfg. and produced by the Navy—fiscal years 
1944 and 1945 and calendar years 1948-51 inclusive. 

(g) Minutes of meetings of NSIA Paint Study Committee held Sept. 24, Oct. 
22, Dec. 1952 and Jan. 5, 1953. 

ATTACHMENTS 


(a) Secy. Kimball’s letter to NISA, July 15, 1952. 
©) Exec. Dir. NSIA letter to Secy. Nav., 18 July 1952. 
(c) “Paint manufacturing at Norfolk and Mare Island Naval Shipyds.” 
(Enclosure (1) of (a) above). 


(d) Supervisory Cost Inspector, Eastern Area, letter to NSIA, dated 12/11/52. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, July 16, 1952. 


ApvisorY CoMMITTEE FOR PAINTS AND RELATED PROTECTIVE COATINGS, 
National Security Industrial Association, 
New York 38, N. Y. 
(Attention: Mr. W. N. B. Dowell, Secretary.) 

My Dear Mr. Dowe tt: It is a matter of interest to me that in those areas 
where the Department of the Navy has entered into manufacturing operations of 
a nature comparable to those in the general commercial field, the reasons for entry 
therein and for the continuation of such operations shall be clearly justifiable. 

In this connection, I have great confidence in the opinions and recommendations 
of businessmen who are experienced in a particular field. Therefore, I would 
appreciate having the National Security Industrial Association Advisory Com- 
mittee for Paints and Related Protective Coatings undertake to review, and 
comment upon, the effectiveness of the paint manufacturing operations in which 
the Navy is presently engaged. 

In order to provide the committee with information as to the reasons underlying 
the origins of the naval paint manufacturing operation and so that it may be 
informed as to what sepets to be pertinent considerations justifyi ing continuance 
of such manufacture, the Bureau of Ships has prepared a paper giving the his- 
torical background. This paper is attached as enclosure (1). 

If it is to evaluate the effectiveness of current manufacturing operations having 
to do with the production of paint, the committee also requires cost data. To 
this end, the Supervisory Cost Inspection Service of the Bureau of Supplies and 
Accounts has recently conducted studies of paint manufacturing costs at the 
Norfolk Naval Shipyard, Portsmouth, Va., and at the Mare Island Naval Ship- 
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yard, Vallejo, Calif., these being the paint manufacturing activities of the Navy. 
A copy of each of the reports generated by the cost studies is attached, enclosures 
(2), (3), (4), and (5). It should be noted that enclosures (2), (3), (4), and (5) are 
classified ‘‘Restricted”’ and are for the use of the committee only, not for general 
dissemination. 

It is believed that the data supplied as enclosures to this letter will provide 
the committee with the tools needed to review the effectiveness of Navy paint 
manufacturing operations. In the event, however, that additional data are 
required, Vice Adm. C. W. Fox, SC, USN, Chief of Naval Material, will be the 
point of initial contact within the Navy for further development of the problem. 

Sincerely yours, 
Dan A. KrmBa.t, 


Enclosures: (1) Paint Manufacturing at Norfolk and Mare Island Naval 
Shipyards; (2) Excerpts from REST memo Dir Cost Insp Div, BuS&A to 
ChBuS&A of 10/10/51; (3) Cost Study Paint Norfolk NavShipYd, Portsmouth, 
Va.; (4) Cost Study Paint Mfg Shop Mare Island NavShipYd, Vallejo, Calif.; 
(5) Cost Paint Manufacture (Constructed Statement) Norfolk and Mare Island. 


NATIONAL Security INDUSTRIAL ASSOCIATION, 
New York, N. Y., July 18, 1962. 
Hon. Dan A. KimBA.t, 
Secretary of the Navy, Department of the Navy, 
The Pentagon, Washington 25, D. C. 

My Dear Mr. Secretary: This will acknowledge your letter of July 15 directed 
to the attention of our Mr. Dowell. Let me assure you that we will be delighted 
to undertake the project which you suggest be referred to our paints and related 
protective coatings advisory committee. 

Preliminary review of your letter and its attachments indicates that this project 
should be handled by a committee of high level executives of companies in the 
paint industry and, accordingly, we may find it desirable to form a special ad hoc 
committee. We shall keep you and Admiral Fox advised of further developments. 

Since Mr. Dowell has been assigned to other duties in the association, Mr. 
Warren L. Bouve will act as secretary of this committee and will act under the 
general supervision of Mr. E. G. Bellows, who is assistant executive director and 
director of committee activities. 

We greatly appreciate this opportunity to be of service and sincerely hope that 
the committee’s deliberations will prove of value to you. 

Most cordially, 
J. K. Ricwarps, 
Executive Director. 


Paint MANUFACTURING AT NORFOLK AND Marp IstaAnp NAvaAL SHIPYARDS 


Paint manufacturing has been practiced at Norfolk and Mare Island for at 
least 40 years and probably at earlier times. Until the time of World War I 
and somewhat later (probably the early 1920’s), the extent of manufacture was 
confined mostly to the production of a few paint items by the reduction of pig- 
ments in oil with linseed oil, turpentine, or other thinners, and driers to paints 
of acceptable consistency. The pigments in oil were bought from commercial 
sources. The operation in t»xe shipyards involved nothing more nor less than 
simple mixing and canning. The notable exception was shipbottom paints, 
manufacture of which had gotten its start by 1908 at the Norfolk yard, as the 
result of development and testing, on the basis of a quality formula and to avoid 
the pitfalls from procurement of uncertain quality paints from commercial 
manufacturers. With the transfer and expansion of facilities at Norfolk in the 
early 1920’s to a larger building, paint manufacture expanded to include varnish 
manufacture and extensive mixing ard grinding. This expansion was duplicated 
a little later, in tne late twenties or earlv thirties, at Mare Island. 

Paint manufacturing in the two naval shipyards has been and is justified for 
tbree reasons enunciated by the Secretary of the Navy in 1947; namely, (1) to 
develop, maintain, and improve the quality of paints; (2) to obtain material 
which cannot be obtained with advantage commercially due to its special nature 
or the small quantities required; and (3) to retain special skills in the working 
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forces in the naval shipyards. The Navy went into the manufacture of paint 
primarily to maintain the quality of shipbottom compositions. This was, and 
continues to be, a very important consideration ia the effective operation of the 
fleets because a fouled and corroded bottom is costly in terms of national security 
and of national economy in the matter of excessive fuel consumption, wear and 
tear on machinery and the reduction in range of operation. Shipbottom paints, 
in order to be effective, must bave their composition very carefully controlled. 
This can best be accomplished by acquiring knowledge with regard to the precise 
details of the formulas. The Navy found that these formulas had to be devel- 
oped by its own personnel in order to have positive assurance that the paints 
would perform satisfactorily. With the knowledge in hand about the formulas, 
it is oaly logical for the Navy to establish the manufacture of the compositions 
with its own facilities. The cost of manufacture of shipbottom paints, and it is 
also true of other paints as well, is predominantly the cost of raw materials. 
Since the performance of the paint can be affected profoundly by a slight varia- 
tion in formula; that is, variables in raw materials, the Navy finds it more effi- 
cient and more reassuring to procure raw materials on the open market in accord- 
ance with specifications and manufacture of the paints in its own plants, than to 
set up more costly measures that will safeguard its interests if the finished paint 
is procured from commercial sources. ‘The implications in the foregoing state- 
ment mean adequate inspection procedures which would involve the employment 
of competent inspection personnel in the field, probably with a chemical back- 
ground, or the maintenance of sufficient personnel in Navy testing laboratories. 
It has been, and continues to be, a difficult problem to write specifications that 
will insure the procurement of paints of adequate performance from commercial 
sources. Such procurements are characterized by considerable uncertainty as to 
the ability of the commercial manufacturer to deliver material in strict conformity 
with the specification because of the tendency to cut corners in the face of raw 
material costs. This is especially true in the case of performance type specifica- 
tions whicb are favored by the manufacturer since, in a sense, it permits more 
leeway in tne selection of raw materials than the formula type specifications. 
Long-term and expensive testing seems to be the only assurance of satisfactory 
quality in such cases. Such a procedure, in the long run, increases the cost of 
the paint to the Navy and it appears that manufacture with our own facilities 
is a quicker and more positive procedure for guaranteeing the quality of paints 
for shipboard use. There are also some paint items which industry is not par- 
ticularly interested in manufacturing because of their special nature or the small 
quantities required. These are turther justifications for continuing manufacture 
in our own plants in order to meet the fleets’ needs. 

At present tne quantity of paints manufactured at Norfolk and Mare Island 
is controlled by tne system established by the Bureau of Supplies and Accounts 
tbrough its operations at the General Stores Supply Office, Philadelphia. Re- 
quirements for shipboard paints are sent it periodically by the naval supply 
activities to GSSO, which in turn screens these requirements, determining what 
quantities will be manufactured at Norfolk and Mare Island and what quantities 
will be procured from commercial sources through the Navy Aviation Supply 
Office, Philadelphia. 


DEPARTMENT OF THE NAVY, 
Supervisory Cost INspecror, EastTeERN AREA, 
Brooklyn, N. Y., December 11, 1952. 
Mr. W. L. Bovuve, 
Committee Secretary, National Security Industrial Association, Inc., 
New York 30, N. Y. 

My Dear Mr. Bovve: Pursuant to arrangements made at the December 3 
meeting of the NSIA paint study committee, there is submitted herewith a 
schedule of all procurements of Formula No. 84 paint during fiscal 1951. In 
connection therewith, it is to be noted that the weighted average price per gallon 
is $2,57 rather than the $2.61 previously reported. 

Listed below are the Navy Standard Catalog prices in effect during fiscal 1951 
for the designated formulas under study. As there were no price changes affecting 
these formulas during the year, it follows that these prices were in effect for the 
entire year. 
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Fiscal 1951 

catalog price 

(per gallon 

Formula No.: 

5H ‘ $1. 70 
20A 60 
23. . 70 
27 2. OO 
30 2. 10 
84. 2. 2) 


We believe the foregoing supplies the information the committee requested. 
If we can be helpful in any other way, please do not hesitate to call on us. 
Sincerely yours, 
M. P. Cionan, 
LCDR SC USN, 
Supervisory Cost Inspector, USN, 
Eastern Area. 


Schedule of prices paid by the Government for chromatic primer paint, formula 84, 
stock No. 52-P-—20635-2, specification J AN-—P-735 during period July 1, 1950, 
to June 30, 1951 


| Price 
Contract No. | per Point of origin 
gallon! 


Date and quantity of 


Jesti 
each delivery § I nation 


N383s-48211 $2. 85 Philadelphia, Pa Feb. 20, 1951, 500 gallons Marietta, Pa 
N383s-48493 3.05 Oakland, Calif Apr. 30, 1951, 10,000 gallons Lathrop, Calif 
N383s-50364 2. 58 San Francisco, Calif Apr. 28, 1951, 1,000 gallons Do 
N383s-57209 59 | Alliance, Ohio 5 Nov. 20, 1951, 45,000 gallons Do. 
N383-155s-58699 57 | Philadelphia, Pa a Sept. 30, 1951, 4,000 gallons Bayonne, N. J 
. 60 _..do Sept. 30, 1951, 2,000 gallons Norfolk, Va 
305 | Long Island City, N. Y Jan. 31, 1951, 8,000 gallons New York, N. Y 
do do Norfolk, Va 
Bellewood, Il Nov. 30, 1951, 4,000 gallons Great Lakes, Il 
Philadelphia, Pa Dee. ; 951, 500 gallons Portsmouth, N. H. 
do Dec. 31, 1951, 2,000 gallons New York, N. ¥ 
do Dee. 31, , 1,500 gallons Philadelphia, Pa 
do Dec. 31, 1951, 3,000 gallons Boston, Mass 
do : Dec. 31, 1951, 1,000 gallons...| Newport, R. I 
do Dee. 3 51, 2,000 gallons Bayonne, N. J 
N383s-62460 3.3 do Dec. 15, 1951, 40 gallons Atlanta, Ga 
do td Dec. 15 51, 120 gallons Baltimore, Md 
do Dec. 15, 1951, 20 gallons Decatur, Ll 
do Lexington, Ky 
do ee C 40 gallons San Antonio, Tex. 
do . xc , 160 gallons | Sacramento, Calif 


N383-155s-60787 


N383-155s—60788 
N383s-62346 


9 
9 

> 
9 
9 
9 
9 

) 
9 


1 Exact date of each delivery cannot be given since delivery records are destroyed when contract is com- 
pletely shipped—date shown is date of final delivery—exact date of each delivery can only be obtained 
from contractor 

2 All prices are f. o. b. destination. 


APPENDIX 9—STATEMENT OF NATIONAL PAINT, VARNISH, AND 
LACQUER ASSOCIATION, INC. 


(Testimony of Daniel L. Boland appears in pt. 1 of hearings, pp. 218-226.) 

Iam Daniel L. Boland, an attorney at law, of Washington, D. C. I am general 
counsel of the National Paint, Varnish and Lacquer Association, Ine. In that 
capacity, I desire to submit the following statement to the House Subcommittee 
on Intergovernmental Relations in connection with its investigation of Govern- 
ment competition with private industry. I address my remarks particularly to 
the manufacture of paint, varnish, lacquer, putty, calking compounds and allied 
products by the Navy Department in competition with private domestic man- 
ufacturers engaged in the production and distribution of such products. 

First, in behalf of the association and the industry, | express their commenda- 
tions to the subcommittee for its alertness to and recognition of the problem of 
Government operation of competitive manufacturing facilities. The committee’s 
action in instituting this investigation is necessary and worthwhile. The initial 
findings made by this subcommittee in the 82d Congress merited vigorous and 
continued action. The fact that the scope and purpose of this investigation has 
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been established and actively undertaken is deeply appreciated by each member 
of the industry. 

Second, the aid and cooperation of the association and of each of its members 
are graciously and fully offered to this committee and its staff in their efforts to 
obtain full information on the subject of Government competition with the paint, 
varnish, and lacquer industry. 

The National Paint, Varnish, and Lacquer Association, Inc., with headquarters 
at 1500 Rhode Island Avenue NW., Washington, D. C., is a voluntary, nonprofit, 
industrywide organization, originally established in 1888 and now comprising 
approximately 1,400 members, a large majority of whom are owners of small 
businesses. They are engaged in the manufacture and distribution of paint, 
varnish, lacquer, and allied products, or of equipment and materials used in such 
manufacture. Collectively, they produce approximately 94 percent of the total 
national volume of all types of paints, varnishes, and lacquers. 

The size, importance, and geographical distribution of the paint, varnish, and 
lacquer industry are well-known and substantiated. According to the Bureau 
of the Census (Census of Manufactures, 1947, the latest year for which complete 
data are available) more than 1,000 persons or companies are engaged in the 
manufacture of paint products, and operate 1,291 separate establishments. These 
figures have increased during the past 6 years. Attached to this statement and 
marked “ Exhibit A”’ is a map of the United States showing, by States, the number 
of paint manufacturers and plants located in each State. A summary by regions 
shows the following: 


New England: Southwestern—Continued 
Massachusetts - - : 51 Oklahoma 
Connecticut Arkansas. 

Maine_ -_. - ‘ 

New Hampshire_-------.-.-- 

Vermont- _- 

Rhode Island East North Central: 
Indiana 
Ohio___ 
Tilinois 

Middle Atlantic: SS SS ee eee 
Delaware Wisconsin 


New Jersey 

Pennsylvania 

Maryland West North Central: 

District of Columbia Towa 

West Virginia Missouri 
Nebraska 
n> ctncmbbe ode thet 
Minnesota 

Southeastern: 

Virginia__-_- 

North Carolina 

Georgia _ _- Rocky Mountain: 

Florida 

Kentucky Wyoming 

Tenmewes.....-<-<s-5c-c6s Colorado 

Alabama North Dakota 

South Carolina 

Mississippi 


Pacific: 
Washington 
Southwestern: 
California 


Tbe paint, varnish, and lacquer industry has grown and progressed, as has 
American industry in general. Technical advancement, scientific developments, 
growth of markets and uses, diversity of products—all firmly based on improved 
qualitative formulations—give full testimony to the capability, capacity, willing- 
ness, and technical know-how of the industry to supply all Government needs as 
to amount, quality, and performance. The industry employs or utilizes about 
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5,000 scientists, chemists, and other .echnical personnel—a vast source for iech- 
nological development and scientific advancement. In 1947 the industry em- 
ployed 53,412 persons and today has a working force of an estimated 60,000 per- 
sons—a substantial segment of the American working forcee—not including the 
thousands of employees engaged in the distribution and marketing of these 
products. 

We believe, as a matter of fundamental principle, that the United States Gov- 
ernment should not engage in business directly or indirectly in competition with 
private enterprise. Any deviation from this principle is abhorrent to American 
principles, regardless of the military or civilian functions of Government. Any 
Government competition constitutes a withdrawal from private industry of a 
legal potentiality of private production and sales; a loss of taxes to the Govern- 
ment; duplication of adequate private facilities; a waste of manpower by divert- 
ing military and civilian Government personnel to efforts not properly a Govern- 
ment function; and finally a governmental failure to aid the civilian economy 
(from which it exacts taxes) in a field which traditionally is civilian. 

The Navy Department, for purposes of this presentation, commenced paint 
manufacturing at its shipyards in 1902. Operations were mainly mixing of pig- 
ments with linseed oil, turpentine, and other thinners, and canning. In 1908 
manufacture of shipbottom paints began at the Norfolk Naval Shipyard. Then 
in the 1920’s production was expanded to other manufacturing operations and 
products, so that today Navy paint manufacture is centralized at Norfolk and 
Mare Island Naval Shipyards. Research and development facilities and per- 
sonnel have been maintained at these plants. 

Private paint manufacturers and the association have, since the 1920’s, con- 
tinuously endeavored to curtail or eliminate this Government competition. 
Repeated requests were made to Navy officials in 1928 to refrain from manufac- 
turing varnish, which were ignored. In 1932 the subject was considered by a 
special subcommittee of the House of Representatives (appointed pursuant to 
H. Res. 235, 72d Cong., 2d sess.) to investigate the nature and extent of Govern- 
ment competition with private business. The special House committee—of 
which Mr. Joseph B. Shannon was chairman—in its report to the House, dated 
February 8, 1933, inter alia, concluded and recommended as to paints and var- 
nishes: 

“The manufacture of paints and varnishes at the Norfolk, San Francisco, 
Philadelphia, Charleston, and other navy yards, should be discontinued.” 

No action was taken on this recommendation. Industry efforts continued 
during the late thirties, and when during World War II, it was found approxi- 
mately 40 million gallons of paint had been manufactured annually in Navy 
plants, negotiations between industry and association representatives and Navy 
officials resulted in the issuance of a directive, dated December 3, 1946, from the 
Chief of the Bureau of Ships limiting paint items approved for manufacture in 
Navy paint factories— the so-called class 52 item. The directive and list of the 
items is attached to this statement as exhibit B. 

What resulted from this curtailment order may be described by reference to the 
lists of paints manufactured by the Navy as set forth in exhibits C and C-1. 
These lists are a compilation of two lists filed with the House Subcommittee on 
Intergovernmental Relations, at its hearings conducted on August 25 and Decem- 
ber 4, 1952. The lists show 150 separate paint items being manufactured in 1951, 
as against 21 items approved for manufacture in December 1946. These Navy 
reports also disclose that the Norfolk Naval Paint Factory manufactured 2,325,041 
gallons of paints and varnishes, comprised of 90 various mixtures of formulas, 
during its operations in the fiscal year ending June 30, 1951. In addition, 3,222,204 
pounds of vehicles and oils and 228,830 pounds of putty were produced. This 
production included the canning of 91,814 pounds of vehicles and oils, and the 
reworking of 65,845 gallons of paint. The report of the Mare Island paint manu- 
facturing plant, covering the period from January 20, 1951, to June 19, 1951, 
shows that 1,385,120 gallons of paint, 1,134,777 pounds of hot plastic paint and 
pigments, and 2%,750 pounds of putty were produced. 

he scope of Navy paint operations became a subject of inquiry by the House 
Subcommittee on Intergovernmental Relations of the 82d Congress at hearings 
held in Oakland, Calif., on August 25, 1952 (p. 311 of the Report of Hearings) and 
a report of the cost of production was filed (p. 322 of the Report of Hearings). 

On July 15, 1952, Secretary of the Navy Kimball requested the advice of Na-~ 
tional Security Industrial Association Advisory Committee for Paints and Related 
Protective Coatings on the effectiveness of the Navy paint manufacturing opera- 
tions. Commodore J. K. Richards, Executive Director of the National Security 
Industrial Association Advisory Committee recommended a survey by a special 
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committee, which was selected shortly thereafter. The survey committee was 
composed of private paint manufacturers, all of whom are outstanding and 
high-caliber representatives of all segments of the industry. Its nine members, 
appointed on September 24, 1952, met several times, inspected the Norfolk Naval 
Shipyard paint facilities and then submitted its recommendations to the Secretary 
of the Navy in January 1953. 

The survey committee, in its report, recommended consideration by the Secre- 
tary of the Navy of the advantages of (1) discontinuance of paint manufacturing and 
an expansion of the Navy program of research and development; (2) the utilization 
of Navy paint facilities for other navy yard activities; (8) the Navy needs for 
laboratory and pilot plant facilities. 

Two members of that paint survey committee are present here today and are 
ready to testify in behalf of the industry and as to that committee’s findings and 
recommendations. 

On May 29, 1953, Secretary of Navy Anderson announced that the Navy 
Department will curtail its manufacture of paint, procuring most of its needs 
from private industry in the future. This announcement represents a significant 
move by the Navy Department to return these operations to private industry. 
The association and the industry are deeply appreciative of this sincere action of 
the Secretary of the Navy. The policy outlined in the announcement presages a 
drastic curtailment of Navy’s competition with private industry, but the objective 
of complete withdrawal from this competitive field is far from actual achievement. 
All shipboard paint items are retained for Navy manufacture as well as small 
batches, Further limitations of such Navy manufacture and other determina- 
tions are left to the Chief of the Bureau of Ships. In addition, the size of a small 
batch is not defined. 

We recognize the significance of Secretary of Navy Anderson’s decision. We 
receive it with a deep sense of its sincerity. However, we submit that, under this 
new policy, any surrender of these manufacturing operations to private industry 
is indefinite, as to time and extent, and is hampered by Bureau determinations, 
which could easily delay or forestall complete elimination of taese Navy functions. 

The association in behalf of the industry respectfully submits and proposes the 
following definite courses of action, which, if followed, can be promptly 
implemented: 

(a) The immediate, complete and final withdrawal by the Navy Department 
from its manufacture in its plants of paints, varnishes, lacquers, putty, calking 
compounds and allied products. 

In only one class of paints—antifonling shipbottom and hot plastic naints— 
do we suggest any delay or discretion as to discontinuance of Navy paint opera- 
tions. These special paint items have been the subject of considerable research 
and development, and their manufacture is under patented processes, some of 
which are held by private manufacturers and others by the Navy Department 
under security classification. Some hot plastic paints can be manufaccured by 
private industry immediacely, particularly the items produced at the Mare Islana 
paint facilities. Other special formulations of hot plastic paints have never been 
manufactured by private industry, and such manufacture is subject to security 
determinations by the Navy Department and appropriate licensing under existing 
patents. In addition, some time will be required by private manufacturers, after 
being granted the privilege of manufacturing, co install necessary proauction 
equipment. As to all other icems, private industry possesses the capacity, facili- 
ties technical knowledge and competitive basis to meet all Navy needs as to 
quality, quantity and performance. There is overwhelming proof of this fact. 
The record of the paint industry in World War II is one outstanding example. 
If the complete paint requirements of the Army, Air Force and the General 
Services Administration, particularly the exacting and highly critical requirements 
for ordnance and aviation needs, can be met by private manufacturers, there is an 
adequate and positive basis for an assured source and supply of Navy 
requiremeats. 

(b) The dismantling of the existing plants at Norfolk and Mare Island and 
the sale of the paintmaking equipment to private industry. We believe that full 
withdrawal by the Navy from paint operations carries also the removal of paint- 
making equipment and the utilization of the facilities for other navy yard pur- 
poses. The capacity and facilities, both existing and potential, of the private 
paint, varnish and lacquer industry disprove any contention of continuance of 
these Navy plants in a standby condition. 

Compliance with this request should be had with full consideration of the 
needs of Navy research and development and the size of a pilot plant, if necessary. 
Acceptance of this recommendation would also release for other Government 
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needs existing buildings and other structures now used by the Navy for the 
storage of raw materials and finished products. ; , 

(c) Existing inventory stocks of raw materials, now stored by the Navy, 
should be disposed of in orderly manner on the open market. " r 

(dq) The continuance and expansion of the Research and Development Labora- 
tory facilities and staff. Admittedly, the Navy has a fine staff of chemists and 
technicians who have made outstanding contributions to the improvement and 
development of new and better formulations, techniques and applications regard- 
ing paint products. These achievements have been particularly advantageous in 
the field of antifouling, anticorrosive and fire-retardant paints. Today, the 
Navy has an excellent paint research laboratory and a pilot plant at Philadelphia 
Navy Yard. We urge nevessary expansion of this pilot plant. This work should 
continue, but it should be integrated with similar technical personnel and facilities 
now engaged in quality and technique improvement and development for private 
industry. ‘The skills and brains of both Government and private management 
should be jointly engaged in efforts to promote and protect the fighting efficiency 
of the fleet On behalf of the industry, I extend a sincere invitation to the Navy 
and its scientific personnel to join hands and talents in their scientifie research. 

The vital element of national security is always present in consideration of 
any Government operation relating to military or naval forces and facilities. At 
present the Navy plants are located in very vulnerable points—very probable 
targets for enemy raids. Exhibit A shows the geographical locations of paint 
manufacturers and their numbers. It is apparent that the industry is decen- 
tralized, but at the same time strategically and conveniently adjacent to all 
continental naval bases and important ports. Security is further protected by the 
historical fact that the paint industry during World Wars I and IT fulfilled all 
demands placed upon it by the Navy as to quality, performance and amount. 

Considerations of security should not ignore the private facilities ready for use 
and personnel available and willing to perform. Security requirements and defense 
planning would dictate the use of such private plants and technical help in peace 
time and under normal circumstances. Thus, in time of war or emergency, an 
experienced, trained, and prepared force of private industry can step up the pace 
of its output. A trained, alert, and patriotic industry group—management, 
labor, plants, skills, knowledge, scientific talents—stands ready. Why deny it its 
rightful part in meeting these Navy needs? 

No sound basis exists for the refusal by the Navy Department to obtain all of 
its paint products through ordinary Government procurement—either competitive 
or negotiated. Other branches of the en services and the civilian agencies of 
the Federal Government use this method of purchasing. The statements issued 
by the Navy Department allege that the basic reason for these competitive opera- 
tions was its inability to obtain paints uniform as to ingredients and performance. 

We submit that if a part of the funds saved from a complete elimination of Navy 

paint manufacturers were utilized to establish a full, efficient and vigorous inspec- 
tion service, any alleged reason for inability to obtain paint as specified would 
disappear. Admittedly, the Navy maintains a splendid inspection force today. 
We recommend its expansion. The industry produces quality products and is 
ready, through the Association, to cooperate with the Navy officials in the 
establishment of the best possible inspec - service. Today, such a cooperative 
program exists between industry and other Government procurement agencies. 
Its principles and procedures are applicable to Navy requirements. 

The Navy Department appears concerned, as indicated by its most recent 
directive, with small batches which, according to its officials, are uneconomical or 
impractical to procure. This concern also applies to small quantities for research 
and development. Our recommendation of complete e liming ation of these Navy 
paint operations is made with full recognition of the small batch problem, Private 
industry—such as automobile, appliance and furniture manufacturers—all users 
of large amounts of paint products require and procure many small batches all of 
which are manufactured by the paint, varnish, and lacquer industry. To con- 
tinue small batch manufacture when all other small quantities required by private 
industry are manufactured by the paint industry is an unsupported continuation 
of a part of this Government competition. If the automobile industry can have 
its small quantities produced by the paint, varnish and lacquer industry 
certainly the Navy Department can follow a similar policy. On the military side, 
if the Army and the Air Force, as well as the thousands of their contractors and 
suppliers, can and do obtain their small batch requirements from private industry, 
the Navy can do likewise. 

As to research and development, we have recommended an expansion of Navy 
facilities in this regard and necessary expansion of the Navy pilot plant located 
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at the Philadelphia Navy Yard. All small quantities for research purposes could 
be manufactured in the pilot plant. 

The closing of the Navy plants would affect the existing personnel employed 
at these facilities. Obviously, the military personnel can be assigned to other 
military duties. The civilian personnel fall into skilled and unskilled categories, 
The chemists and technicians could be utilized in Navy research and development. 
If all this skilled help cannot be absorbed, private paint manufacturers, already 
short of adequate technical manpower, can and are willing to employ any surplus 
personnel. Other personnel, unskilled technically or production-wise, can easily 
be transferred to other duties and jobs in the two naval shipyards or at other 
Navy facilities. 

Costs of Navy manufacturing operations as compared with private industry have 
received the attention of this committee at its hearings in December 1952. The 
Navy stated that materials approximated 85 percent of its total costs. Any 
attempt to compare such costs with those of private industry becomes a labyrinth 
of frustrating investigation due to (1) tax-free Government operation as against 
private manufacture taxable at the Federal, State, and municipal level, with the 
consequent determination of the Government’s loss of tax revenues when Govern- 
ment manufacturing operations replace private production; (2) the Government 
method of absorption of overhead and indirect labor costs; (3) expenditure of 
Government funds for construction and maintenance of manufacturing facilities, 
which costs may not be capitalized for purposes of determining costs of production. 

The association, in an effort to determine comparable costs of Navy and private 
paint manufacture, analyzed the production cost of those paint items which were 
listed in the Navy schedule of comparative prices filed at the August 1952 hearings 
of this committee (p. 325, report of hearings). A thorough search of Navy pro- 
curement awards for these paint items during the period noted found no Navy 
contracts for these items due to the fact, as disclosed by the report filed by the 
subcommittee on December 4, 1952, that a large percentage of these paint items 
are manufactured by the Navy. However, our search disclosed several bids upon 
which awards were made several months later, and which present a comparable 
situation with Navy production costs. 

The first of these comparable cases is zinc chromate primer (formula 84/47), pro- 
duced at the Norfolk Naval Shipyard at $2.33 a gallon. Navy invitation for bids, 
B-54175, dated November 6, 1951, for 27,000 gallons of zinc chromate primer 
resulted in bids being filed by 89 private paint manufacturers. The low bid was 
$2.05 per gallon. Had this 27,000 gallons of zinc chromate primer been manu- 
factured in the Norfolk Naval Shipyard it would have cost the taxpayers an addi- 
tional $7,560. 

What is more—the Navy in its report to this committee showed that its pro- 
duction of zinc chromate primer during the period noted amounted to 93,605 
gallons. Savings of $6,552.35 resulting from this Government manufacture were 
claimed by the Navy Department. On the basis of a private bid of $2.05 a 
gallon—28 cents a gallon less than the Navy production cost of $2.33 a gallon— 
it is reasonable to assume that private manufacture of this zinc chromate prime 
would have saved the taxpayers the sum of $26,209.40. 

The second comparable case is outside white paint (formula 6), produced at 
Norfolk Naval Shipyard at a reported cost of $2.12 per gallon. This product 
was purchased from a private paint manufacturer under Navy invitation for bids, 
B—54,271, dated March 5, 1952, at a low bid of $2.08 per gallon. This difference 
represents a saving of 4 cents per gallon and also differs considerably from the 
market price of $2.90 as set forth in the Navy schedule (p. 325 of reports of 
hearings). 

In conclusion, the American paint, varnish, and lacquer manufacturers and their 
distributors, as well as the manufacturers and suppliers of paint raw materials 
sincerely desire to work with and for the Navy Department in the production of 
its requirements of paint products, and in the development of better and more 
adaptable products and techniques. The industry has met these requirements 
in peace and in war, a fact that attests to its capacity, ability and willingness. 

To continue this Government competition in a field which is traditionally 
civilian is neither necessary nor efficient. We, therefore, respectfully urge this 
committee to recommend to the Congress enactment of legislation prohibiting 
these manufacturing operations, and ordering a complete and speedy return of 
this Government production to the private paint, varnish, and lacquer industry. 

Respectfully submitted. 

NATIONAL ParInt, VARNISH, AND LACQUER 
AssociaTIon, INc, 
By Danie L. Botanp, General Counsel. 

Dated June 12, 1953. 
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Exuinir B 
Navy DEPARTMENT, 
BUREAU OF SUPPLIES AND Accounts, 
Washington 25, D. C., December 3, 1946. 
From: The Chief of the Bureau of Ships. 
To: The Chief of the Bureau of Supplies and Accounts. 
The Commander, Mare Island Naval Shipyard, Mare Island, Calif. 
The Commander, Norfolk Naval Shipyard, Portsmouth, Va. 
Subject: Class 52 Procurement Policy. 
References: (a) Paragraph 27100-2, Bureau of Supplies and Accounts Manual. 


297 


(b) Paragraph 27100-3, Bureau of Supplies and Accounts Manual. 
Enclosures: (A) List of items presently approved for manufacture by the Paint 
Factories. 
(B) List of ingredients procured through the Bureau of Supplies and 
Accounts. 

1. Effective March 1, 1947, the Bureau of Supplies and Accounts will assume 
responsibility for procurement, stock maintenance and distribution of all items in 
Class 52, Catalog of Navy Material, General Stores Section. All reporting activi- 
ties listed in reference (a) will submit their requirements of Class 52 material to 
the Bureau of Supplies and Accounts in accordance with the schedule outlined in 
reference (b). The first such report is due March 4, 1947. However, requisitions 
for Class 52 materials received in the shipyards after receipt of this letter and prior 
to March 1, 1947, will be forwarded to the Bureau of Supplies and Accounts, 
Code RSU, for screening against Navy excesses. No action will be taken by the 
shipyards on the requisitions until they have been returned by that Bureau 
stamped “‘Approved”’. 

2. The paint factories will manufacture only the types and quantities of paints 
ordered by the Bureau of Supplies and Accounts. Enclosure (A), a list of such 
paints, is furnished for information. This list may be modified in the future if 
the ratio of the capacity of the factories to the demand so dictates. All paints 
not listed in Enclosure (A) will be purchased by the Bureau of Supplies and 
Accounts. 

3. Paint ingredients for use of the two factories will be procured as follows: 

a) Specific ingredients listed in Enclosure (B) will be ordered from the Bureau 
of Supplies and Accounts on field reporting cards (NavSandA 304) at regular 
replenishment periods. Provision may be made for split shipments or staggered 
deliveries if desired. 

(b) All other ingredients may he purchased locally as required. If local purchase 
is made, the field reporting cards will be submitted showing all figures except the 
requirements. 

(ce) Anv non-standard ingredients now in recurring use will be reported to the 
Bureau of Supplies and “Accounts to be made standard stock and afterward 
handled as described above 

1. The Bureau of Ships wil! continue to request the paint factories to manu- 
facture small batches of experimental paints for research and development pro- 
vyrams. Expenses so incurred will be ultimately chargeable to Bureau of Ships 
appropriations. 

5. The Bureau of Supplies and Accounts will inform all major supply activities 
and ship’s preservation activities of the procedure being established. 

6. During the period from the present time to March 1, 1947, the Naval Ship- 
vards, Norfolk and Mare Island, will continue to fill requests presently outstanding 
from other activities for paints now being manufactured. Orders for paints not 
listed on Enelosure (A) which are outstanding on March 1, 1947, will be filled 
only if all needed ingredients are on hand. No procurement of ingredients to fill 
these orders will be authorized. If all ingredients are not on hand, the orders 
will be cancelled and the quantities of remaining ingredients not required for the 
manufacture of paints listed on Enclosure (A) will be reported excess to the 
Bureau of Supplies and Accounts. 

H. D. Nurerr, 

Acting Chief of Bureau. 

C. D. WHEELOCK, 
Deputy and Assistant Chief of Bureau. 








————————————— 
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ENCLOSURE (A) 


List of items presently approved for manufacture by the paint factories 


52—P-556 
§2-—P-—715 


52-P-961 


52—P-—1406—50 


52—P-3240 
52—P-3245 
52—P-3370 
52—P-3372 
52—P-—3500 
52-—P-3505 
52-—P-5340 
52-P-5345 
52-—P-6510 
52—P-6540 
52—P-6550 
52—P-—6580 
52—P-6581 
52—P-20630 
52—P-—20635 


PAINT 


Paint, boot-topping, black, cold, plastic. Formula 146 

Paint, boot-topping and anti-fouling, black, cold, plastic. 
Formula 146 

Paint, camouflage, haze gray, No. 27. Formula 5-H 

Paint, deck, gray (gloss). Formula 20 

Paint, interior, light gray 

Formula 27—L 

Paint, interior, light green 

Formula 31 

Paint, interior, white 

Formula 27 

Paint, interior, black, plastic. Formula 90 

Paint, white plastic, composition. Formula 89 

Paint, shipbottom, anti-corrosive. Formula 14 

Paint, shipbottom, anti-corrosive, dark. Formula 14D 

Paint, anti-fouling, hot plastic. Formula 15 HP 

Paint, anti-fouling, red, cold, plastic. Formula 143 

Paint, anti-fouling, black. Formula 145 

Primer, zine chromate 

Formula 84 


52—P-—20660 
52—P-—20665 


Primer, zine chromate, dark green 
Formula 84—D 

PUTTY 
52—P-20710 
52—P-—20730 
52-—P-20760 


Putty, linseed oil, red lead. Formula 68 
Putty, linseed oil, slate color. Formula 67 
Putty, linseed oil, white lead. Formuia 69 


ENCLOSURE (B) 


List of ingredients procured through the Bureau of Supplies and Accounts 


Linseed Oil Alkyd Resin 

Zine Oxide Titanium Dioxide 
Chrome Green Tung Oil 

Chrome Yellow Magnesium Silicate 





Exuisit C 
PAINTS MANUFACTURED BY THE NAVY 


(As submitted to the House Subcommittee on Expenditures in the Executive 
Departments, August 1952) 


Formula number Mizture 
3 Boot topping black 
5 H Haze gray 
5N Navy gray 
56 L Light gray 
5 NB Navy blue 
50 Ocean gray 
6 White, glossy 
7 Spar color, exterior oil paint 
13 Dull black exterior 
14 Anticorrosive, ship bottom 
14D Anticorrosive, submarine 
16 X Copper bottom 
19 Dark green deck 
20 A Gray deck 
20 B Dark gray nonskid 
85810—54—pt. 8335 
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Formula number 


27 L 
A 


ww 
— 
> 


84 B 
84. 47 


105-45 


111 Ill 


Exuisit C—Continued 


Mizture 
Light gray deck interior 
Deck light gray interior 
Flight deck stain 
Red deck 
Black deck 
Green shellac varnish 
White inside 
Light gray interior 
White interior 
Acid-resisting black 
White, flat, interior 
White, general, semigloss enamel 
Light gray machinery enamel 
Light green, fire-retardant, interior 
Inside green 
Inside light green 
Medium gray machinery enamel 
Striping black 
Striping green 
Striping red 
Brown striping paint 
Striping yellow 
Striping blue 
Exterior camouflage gray 
Linoleum cement 
Smoothing cement 
Oil and water stop compound 
Olive green 
High alkyd chromate primer 
Chocolate brown metal primer 
Blue primer 
Zinx chromatic primer 
Black tinting 
Zinx dust paint, water resisting 
Exterior dull black 
Red cold plastic antifouling 
Antifouling cold plastic red 
Outside gray, No. 11 
Enamel exterior equipment light gray 
Light gray enamel, type III 
Undercoat for wood decks 
Flight deck gray 
Primer exterior red lead 
Primer metal conditioning zinc chromate 
Liquid wood filler and sealer 
Antifouling black 
Cold plastic antifouling black 
Cold plastic antifouling black 
Copper flake black 
Antifouling rubber 
General purpose white 
Light type A enamel gray 
Medium type B enamel gray 
Enamel fire control inside black 
Enamel exterior primer asphalt gloss black 
Enamel alkyd resin black 
Enamel exterior medium navy gray 
Interior oil ready-mixed light ivory 
Interior oil ready-mixed flat 
Primer sealer, interior wall 
Enamel! olive drab 
1 coat flat deep navy gray 
General purpose gray 
General purpose deep green 








Formula number 


284 
287 
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N 
N 


89 N 
90 N 
91 N 
92 N 


84 I 


L 2361 
L 2362 
L 2363 
, 2364 


269 
626 
664 
665 
773 
775 
781 
822 
R28 
831 
831 
832 
832 
853 
853 
872 
883 
896 
897 
907 
908 
911 
912 
916 
920 
924 
926 


) 


B 


929 A 


930 
931 


14W 1 


21 
30 
41 
47 


55-54 


80 
85 
93 
113 


113 


247 
253 
260 
264 
276 
279 
281 


No number 


ZALZZZAZA 


2 SB 


28 
75 
80 B 


a 
© 


Exursir C—Continued 


Mixture 
Enamel medium gray 
Enamel alkyd resin, yellow 
Enamel alkyd resin, blue 
Enamel alkyd resin, green 
Enamel alkyd resin, fire red 
Fnamel alkyd resin, white 
Zine chromate, prime green 
Chlorinated rubber, red deck 
Chlorinated rubber, gray deck 
Chlorinated rubber, interior white 
Chlorinated rubber, interior green 
Green gray for concrete floors 
Blue generator paint 
Red ordnance enamel, type I 
Medium blue ordnance enamel, type I 
Vermiculite spray mixture (binder) 
White, exterior, for wood surfaces 
Dark gray machinery enamel 
Cream exterior flat 
Ocean gray ordnance enamel, type I 
Light green interior gloss enamel 
Light green interior semigloss enamel 
Medium green interior gloss enamel 
Medium green interior semigloss enamel 
White ready-mix flat 
White interior semigloss enamel 
Slate gray ordnance enamel 
White 1-coat flat 
White alkyd resin exterior gloss enamel 
Black No. 101 alkyd resin exterior gloss enamel 
Gray No. 123 alkyd resin exterior gloss enamel 
Gray No. 20 alkyd resin exterior gloss enamel 
Green No. 112 alkyd resin exterior gloss enamel 
Yellow No. 120 alkyd resin exterior gloss enamel 
Orange No. 15 alkyd resin exterior gloss enamel 
Middlestone No. 920 alkyd resin exterior gloss enamel 
Blue No. 17 alkyd resin exterior gloss enamel 
Green gray submarine interior 
Marine gray preservative 
Synthetic metal and wood primer 
Gray No. 19 alkyd resin exterior gloss enamel 
Varnish mixing 
Stain, flight deck 
Enamel white 
Striping brown 
Varnish asphalt 
Varnish mixing 
Varnish, spar 
Varnish, spar 
Varnish, mixing 
Vinylindene resin solution 
Vinylindene resin solution orange pigment 
Varnish, motorboat 
Varnish, interior 
Liquid paint drier 
Varnish, aluminum mixing 
Paint, heat resistant aluminum 
Varnish, mixing 
Interior emulsion paste 
Varnish, spar, water resisting 
Rust inhibitor stock solution 
Black acid-resisting paint 
Pumping compound 
Phenolic spar varnish without driers 
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Exursir C—Continued 


Formula number Mizture 

262 Asphalt primer 

693 Air-test foam 

786 Corrosive inhibitive metal putty 

806 Linseed oil painting pretreatment 

817 High toughness water resisting spar varnish 
899 Shellac varnish bleached TT—-V—91A-—I 
25 Varnish, shellac, green 

No number Putty, boat 

67 Putty, slate color 

68 Putty, red lead 

69 Putty, white 





Exuisit C-1 


Items of paint currently manufactured by the Navy 


{As submitted to the House Subcommittee on Intergovernmental Relations, Dec. 3, 4, and 5, 1952} 












Stock No. Description 
G52-E-4034-55........-- Enamel, equipment light gray, medium air eye PAS 8 ee 
G52-E-4034-66 - _....- _.do 












G52-E-4034-275.....-.--- 
G@52-E-4035...........--- 
G52-E-6019__.......-.--- 
G52-E-6021-45........--- 
G52-E-6022-10........--- 


“Enamel, equipment light gray, be king. 
Enamel, fire-control instrument 
Enamel, interior gloss, white. _.._......----- 
Enamel, interior gloss, soft yellow 
Enamel, interior gloss, blac 









G52-E-6022-25........-..|...--d0-.... Cee ea Rees 
G52-E-6022-81........--- Enamel, interior goss, light ME RE RS EE SA 
G52-E-6022-83_........-- .do 


G52-E-6022-143_......--- 
G52-E-6022-190_....----- 
G52-E-6022-250.......--- 
G52-E-6022-255.......--- 
G52-E-6022-284........-- 
G52-E-6022-286.......--- 
G52-E-6401...........-.- 
G52-E-@406.........----- 


“Enamel, interior gloss, olive green 

Enamel, interior gloss, fire red 

Enamel, interior ro? white 
.-do.. 


G@52-P-565............-.- ..do 
G52-P-961_........- ..| Exterior camouflage, haze gray 
G52-P-962 -| Exterior camouflage, light gray 
G52-P-965 Exterior camouflage, ocean gray 
G52-P-1327 Paint antifouling -- 

G52-P-1381. Paint, deck, glossy ‘black, exterior _- 
G52-P-1406-50........... Paint, deck, dark gray, exterior 
G52-P-1407..._.-- .| Paint deck, light gray, exterior 
G52-P-1408___....- d 7 
G52-P-1408-50__. 





. Re cakes gems 
Paint, deck. dark gray 


G52-P-1440......- ; ra. "4 ke eee S 
G52-P-1444_..._.-. Cnisibeudadigubentectipidmtibhvancnenves a 
G52-P-3298_.....- ‘ Paint, deck, dark green - . 
G52-P-3500.........--... rs deck, fire- retardant, ‘interior white.. . 
SN cn. cutsineebed alin sctttadntonhascneintnenttnenseubienashouuhbaiab > 
G52-P-4505____.........- Paint, SUNITA cre hk ahs co rpibi cathe tal ‘ 
G52-P-4508-175_........- Paint, exterior oil, semigloss, special fomeprey. pearl gray..-...-- 
G52-P-4515-500__- reins, exterior oil, semigloss, tint base, light Navy gray.-.....----- 


G52-P-4515-505__. 
G52-P-4515-600 
G52-P-4515-705.........- 
G52-P-4515-900_..-...-.. 
G52-P-4515-905._.......- 
G52-P-4515-1400_.......- 
G52-P-4560.. 


“Paint, exterior “oil, semigloss, tint base, medium Navy gray 
Paint, exterior oil, semigloss, tint base, pearl gray ...........--.---- 
Paint, exterior oil, semigloss, tint base, deep green 

i aaa peta TET TR ET EM 
Paint, exterior oil, semigloss, tint base, spruce green 
Paint, interior oil ready mixed flat, white 


G52-P-4659-405_....._._- Paint, interior oil flat, light green__...............-.-.--- 
G@52-P-4672.............. Paint, interior oil flat, white 

G52-P-4507_............. en: CEE GE, Ce ance teneee-ncdnas-~eeeeods 
G53-P-4050._............ Paint, exterior, camouflage dull black (submarines) 
G52-P-4955__.........-.. - do Pee. See 


G52-P-5070 








Percentage 
currently 
manufac- 
tured by 

Navy paint 
factories 


100 
100 
100 
100 
5 
100 
50 
50 
50 
50 





iota ee 


Ses er ba Sirle 
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Items of paint currently manufactured by the Navy—Continued 


Stock No. 


I 
I 
I 
I 
I 
I 
I 
| 
} 
I 
r 
I 
I 
P-7810 
I 
I 
I 
I 
I 
| 
( 
( 
I 
i 


i 
} 

’ 

rh2 

152 7810-20 
+52 7825 
152-P-7826 
152 7830 
52 7835 
+52-P-7836 
452 3154 
152-G-1770 
+52~R-441-625 
352-R-442 
#5§2-S-1736 
+52-P-7840 





G52-P-7920 


-P 

G 2 P-7930 

G P 9294 500 
G52-P-20483 
G52-1I 
GA2-P 


G52-P-20635-2 


G52-P-20649-150-- 


G52-P-20A60_... 


GA2- P-20665 
GA2-V-1680 
G52-V-1680-50 
G52-V-2600 


G52-V-2859-975..- 


G52-V-2862.. 
GA2-V-30060 
G52-V-3062 





»—20 488-100 
2488-110... 
G52-P-20488-1010 


Exurpit C—1—Continued 


Description 


Paint, exterior oil, semigloss 

Paint, exterior, ¢ 
do 

Primer, boot-topping, black plastic composition 

aint, white plastic composition 

, interior wall, sealer 

r, red lead, light-bodied 


, tint base gray 
ouflage, white, glossy 





~orrosive shipbottom, light color. 
rosive shipbottom, dark — 
i ouli g, hot plastic shipbotton 

( ae cold plastic shipbottom, red 
itifoul ing, cold plastic shipbottom, black 
aint, striping, b lack 





Paint, striping, blue 
do 
Paint, striping, brown 


} 
do. 


do. 
Compound, oil and water stop - 
Gold size 
Resin, vinylidene (saran solution, white-pigmented) 


Resin, vinylidene (saran solution, orange-pigmented) 


Stain, flight deck, blue-gray 
Paint, striping, green. 
_.do 
do 
Paint, striping, red 


Paint, striping, yellow 
do er 
do ae “i / 
Paint, water-resisting, zinc dust base paint 
Primer, synthetic metal and wood 
Primer, maintenance exterior . 
do e 
do = 
Primer, yellow zine chromate, high alkyd type 





Primer, Wash, pretreatment—4 gallons of resin component, 1 


gallon of acid compound. 
Primer, dark green metal. .--- : 
do 
Varnish, spar and mixing 
do_. t 
Varnish, green shellac for deck canvas covers 
Varnish, spar, for motorboat 
do 


Vart 





, Spar, general utility 


currently 
manufac- 
tured by 

| Navy paint 
factories 


lp ercentage 


100 
} 100 
100 
100 
100 
75 
50 


75 


100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 


100 

100 
| 100 
| 100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
| 50 


100 
100 
100 
100 
100 
100 
| 100 
| 100 
100 
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APPENDIX 10 
Exurpit A 
GENERAL AccounTING OrFricr, OrFicE OF INVESTIGATIONS 
Report No. I-17759 October 22, 1953 


Report oF Survey or ComMissaARY OPERATIONS, CENTRAL OFrFIcE, UNITED 
States Forest Service, DEPARTMENT OF AGRICULTURE, WASHINGTON, 
D. C. 


INTRODUCTION 


A survey has been made of the commissary activities of Central Office of the 
Forest Service, Department of Agriculture, Washington, D. C. 

The Secretary of Agriculture is authorized by the act of March 3, 1925, as 
amended (16 U. 5. C. 557), to purchase personal equipment and supplies for 
employees of the Forest Service and to make deductions therefor from their 
salaries or amounts otherwise due them, 


DEPARTMENTAL REGULATIONS 


Forest Service Manual, GA-H2-13, March 1946, cites the authority and pur- 
ose of procurement of equipment and supplies for employees of the Forest 
Service and outlines procedures for the procurement and delivery of items admin- 
istratively approved for purchase for employees of the Forest Service. The 
items approved for purchase are listed in paragraph 5 (exhibit No. 1). 

Automobile tires and tubes were added to the list of procurable items by Circular 
O. No. 1233, dated May 7, 1951 (exhibit No. 2), and the purchase of such items 
was restricted by Circular O. No. 1274, dated August 14, 1951 (exhibit No. 3), to 
employees of the Forest Service who (a) have their personally owned cars under 
contract of hire, (b) are authorized to use their personally owned cars for official 
use under letter of authorization, or (c) are eligible for special letter of authoriza- 
tion providing for use of personally owned car at time of transfer or on a personal 
preference basis. 

The entire commissary portion of the Forest Service Manual was rewritten in 
June 1953, and typewriters were dropped from the list authorized to be purchased 
for commissary purposes (exhibit No. 4). Forest Service Circular O. No. 53-93, 
dated July 28, 1953 (exhibit No. 5), stated the amended policy for authorized 
commissary service in part as follows: 

“3. To provide to field going officers (headquartered in the Washington office 
and field offices, who are normally issued regular travel authorizations, or are 
likely to be called on for emergency and other urgent field travel), articles used on 
official work during their field travel.’”’ 

It was explained by personnel of the Forest Service that the policy to restrict 
purchase of commissary items to “field going”? personnel was decided upon to 
prevent abuses of the commissary privilege. 


COMMISSARY PURCHASES AUTHORIZED 


Emergency purchases may be made direct from merchants by temporary and 
seasonal field employees (smokechasers, guards, etc.). This class of purchase is 
requirea to be held to emergency cases and only where regular procurement 
facilities cannot be utilized. See paragraph 520.4a of Forest Service Manual. 

Procurement of commissary items through regular purchasing channels is 
made for (1) commissary stores in field camps when conditions warrant, in con- 
nection with forest fires, isolated field activities, surveys, construction in forest 
areas, etc., (2) purchases for employees at isolated stations where commercial 
facilities are limited or lacking, and (3) direct purchases for employees, other than 
those at isolated stations, (restricted to such classes of articles as employees use 
in their official work.) 

Paragraph 520.4-d of the Forest Service Manual provides that in view of the 
primary purpose of the commissary authorization, purchases must be held to a 
minimum, otherwise this part of the authorization will be withdrawn. 


toe 


4 
# 
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HANDLING CHARGE 


Paragraph 520.4-d of the manual emphasizes that care must be taken to assure 
that the Government does not bear any additional expense or other burden 
incident to making direct commissary purchases for employees. Accordingly, 
there has been established a handling charge of 10 percent (minimum 75 cents, 
maximum $3) to be applied to commissary purchases for employees. Purchases 
of commissary items for this class of employees are restricted to the following 
items, except such additional articles as may be approved for use in the perform- 
ance of official duties: 


Antifreeze Fountain pens and desk sets 
Auto heaters Luggage 

Briefcases Oil (motor) and greases 
Cameras and films (still or motion) Tire chains 

Camp bedding Tires and tubes 

Camp equipment Saddlery and harness 
Drawing instruments Snowshoes and skis 
Dictionaries Spark plugs 

Electric fans Storage batteries 


APPROVAL OF PURCHASE REQUISITIONS 


The manual provides that purchases under paragraph 520.4—d will be made by 
the regional procurement officers only upon receipt of approved requisitions 
conspicuously marked ‘‘Commissary” showing the name of the employee and 
appropriation from which salary is paid. Officers authorized to approve com- 
missary requisitions are (1) for Washington office, regional offices, Forest Products 
Laboratory, and experiment stations; by the Chief, Regional Forester, Director, 
Chief of Division or Acting Chief of Division, regional supply officers, and (2) for 
national forests; by the forest supervisor or acting forest supervisor. 

All commissary transactions are required to be handled in the same manner 
as regular, official business. Individual employees are not permitted to contact 
suppliers either before or after purchases are completed. All arrangements, 
including shipping instructions and settlement of claims, are required to be 
handled by the regional procurement officers. 


CONTROLS AND INTERNAL CHECKS 


Forest Service Manual, May 1953, requires that commissary purchases be paid 
for from the same appropriation from which wages of the employee are payable 
and charged to the budget classification to which the employees’ wages are 
chargeable. It is not required that the purchases be charged to the fiscal year in 
which the purchase order was issued, if actual payments and deductions from the 
employees’ wages are both made in the subsequent fiscal year. 

Forest Service Internal Audit Handbook, stating minimum audit procedure 
for audit of regions, requires the examiner to determine that commissary purchases 
are confined to types of items approved for purchase. 

Internal audit procedure requires review of individual earnings to ascertain 
that proper controls are in effect to guarantee appropriate deductions for com- 
missary, quarters, meals, etc. Similarly, the Internal Audit Handbook, prescrib- 
ing procedures for audit of national forests and other comparable units, requires 
examination of control of the commissary privilege and functioning of payroll 
deduction procedure therefor, with test checks of time reports and personnel 
records to determine that deductions for quarters, commissary, utilities, etc., are 
properly applied. 


SCOPE OF EXAMINATION—WASHINGTON OFFICE 


Commissary purchase orders, vouchers in payment for commissary items, letters 
of authority to travel, individual pay record cards of employees of the Forest 
Service, fiscal and related records for the fiscal years ended June 30, 1952, and 
June 30, 1953, were examined, with results hereinafter indicated. 


PURCHASE PROCEDURE 


Commissary items are purchased for employees of the Washington central 
office and vouchers in payment therefor are processed by the purchasing officer 
in the same manner as are other purchase vouchers for administrative purposes. 
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Employees of the Forest Service submit to their division chiefs for approval, 
requisition and invoice, Form 668 (exhibit No. 6), listing commissary items 
desired. When approved by the employee’s chief, the requisition is transmitted 
to the purchasing officer. Deliveries are made to the receiving platform, Depart- 
ment of Agriculture, from which the employees are notified to pick up their 
purchases. 

Purchases of automobile tires and tubes are accumulated and are made on a 
consolidated basis at periodic intervals of not less frequently than 60 days. No 
commissary transactions are processed during the month of June. 


PURCHASES-—-WASHINGTON OFFICE 


Examination disclosed that during the fiscal year ended June 30, 1952, the 
Purchasing Office issued 28 purchase orders covering 62 requisitions of individual 
employees in the aggregate amount of $1,974.60, to which $121.48 was added for 
handling charges. During the fiscal year ended June 30, 1953, 18 purchase 
orders covering 37 requisitions were issued for items costing $1,361.51, on which 
handling charges amounted to $92.56. 

Most of the purchases for employees of the Washington office consisted of 
automobile tires and tubes, cameras and photographic supplies, with a few items 
of spark plugs, tire chains, and books. 


PAYROLL DEDUCTIONS 


Copies of purchase orders for commissary items showing names of Forest 
Service employees for whom purchases were made, total value of items and 
handling charges (10 percent, minimum 75 cents, maximum $3) are forwarded 
after payment for the items, to the payroll section where change slips are pre- 
pared and the cost of the items, plus the handling charges, are deducted from 
individual employees’ pay. Postings to the individual pay card (Standard Form 
1127) of the employee show the amounts deducted on account of commissary 
items and handling charges and the net amount paid to the employee. No appro- 
priation adjustment is made on account of handling charges deducted from the 
employees’ pay. 

The question of not depositing collections representing handling charges de- 
ducted from employees’ pay into miscellaneous receipts was discussed with the 
assistant fiscal officer. He said a similar question had been raised by representa- 
tives of the Division of Audits currently making an examination of the office, 
and that as he had advised them that he (the assistant fiscal officer) preferred to 
wait until return of the Chief from a field trip, in order that he might justify the 
procedure. 

The Chief, Fiscal Control, Forest Service, Howard E. Marshall, was inter- 
viewed on October 21, 1953, regarding the present policy of allowing collected 
service charges to remain in the salary appropriations rather than being covered 
into miscellaneous receipts. Mr. Marshall advised that this has been the practice 
since the inception of the commissary operation, and that to credit service charges 
to miscellaneous receipts woula entail additional paperwork. He stated that 
the practice was based upon a decision of the Comptroller General (8 CG 615, 
No. A-26745), relating primarily to transportation charges, but that he felt it 
provided a good analogy in this instance. He stated that the decision was to the 
effect that where damages were incurred during shipment and the damages were 
offset against the transportation costs, the amount of the offset would be allowed 
to remain in the original appropriation. However, where reimbursement for 
damages were paid by the carrier in cash, it was necessary that the funds be 
covered into miscellaneous receipts. Mr. Marshall also advised that he was 
presently in the process of requesting an opinion on the matter from the Solicitor 
of the Department of Agriculture, and expected to have it completed in the near 
future. Until such time as he does receive the opinion, however, the accounts 
will be handled as they have been in the past. 


ELIGIBILITY TO PURCHASF COMMISSARY ITEMS 


Paragraph 5, Forest Service Manual, GA-H2-13, March 1946, stating the 
policy and procedure for procurement of commissary items by direct purchase for 
employees, other than those at isolated stations, provides that purchase of com- 
missary items for this class of employees shall be restricted to such classes of 
articles as employees use in their official work (exhibit No. 1). Similar provisions 
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are incorporated in paragraph 520.4—d, Forest Service Manual, revised June 1953 
(exhibit No. 4). 

In view of regulations restricting purchases for emplovees, other than those at 
isolated stations, to articles used in official work, inquiry was made concerning 
purchases for employees of the Washington office of items procurable by the 
general public, and particularly of the purchase auring the fiscal year 1952 of film 
and automotive items for 6 employees, and similar purchases during the fiscal 
vear 1953 for 5 employees for whom letters of travel ‘authorization had not 
heen issued ana the nature of their employment was such as to raise a question 
as to the official purpose of the purchases. It was explained that some emplovees 
of the Washington olfice took the position that their employment in the Forest 
Service entitles them to commissary privileges. 

To further define the limitations of commissary eligibility, Forest Service Cir- 
cular O. No. 53-93, issued July 28, 1953 (exhibit No. 5), restricted the commissary 
authorization to provide articles used on official work during their field travel 
for field going otfieers. 

COST TO THE GOVERNMENT 


Considering the small number of purchases of commissary items for employees 
of the Washington office, which are processed simultaneously with administrative 
purchases, there being no separation of employee responsibility or accountability 
of time devoted to different phases of work, it was stated by employees of the 
office that it would be difficult to make a reasonable estimate of the cest of the 
operation. On the basis of the number of purchase orders and payment vouchérs 
processed for commissary items to the total number of such documents and the 
share of their time on such work, the estimated computed cost of preparing 
documents by fiscal years is as follows: 


Annual 1952 1953 


Employee } Grade | Salary | 
Order clerk..............-.-.. GS-5 $4, 160 $73.08 | $43. 82 
Voucher clerk Gs-4 | $3, 735 $33. 23 | $59. 76 


In operations, fiscal and payroll units, it was stated by Forest Service personnel 
that due to the small number of commissary transactions, as compared to the 
total number of transactions, the time devoted to commissary operations is so 
inconsequential that it would be extremely difficult, if not impossible, to evaluate 
the time devoted to such work. It was also stated that the volume is so small 
that it does not interfere with, or delay, normal operations in the several units, 
and that if the commissary privileges were discontinued and the work eliminated, 
no one person’s work would be sufficiently affected to justify assignment of addi- 
tional duties. 

(Background material is in committee files.) 


APPENDIX 10 
Exuarsit B 


GENERAL ACCOUNTING OrFricn, OFFICE OF INVESTIGATIONS 
Report No. I-17759-AFS 


REPORT OF INVESTIGATIVE SURVEY COMMISSARY OPERATIONS (REGIONAL OFFICES) 
Forest Service DEPARTMENT OF AGRICULTURE 


INTRODUCTION 


An investigative survey has been made of commissary activities of the Forest 
Servoce, Department of Agriculture. 

The Secretary of Agriculture is authorized to purchase personal equipment and 
supplies for employees of the Forest Service and to make deductions therefor 
from moneys appropriated from salary payments or otherwise due such em- 
ployees.! 

The purpose of this authority, as developed in hearings before a congressional 
committee, is as follows: ? 





1 Act of March 3, 1925, 16 U. S. C. 557. 
2 Forest Service Manual, GA-H2-13, 
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“‘(A) To enable the Government to act as procuring agent for its employees 
where direct contractual relationship between employees and users of the national 
forests is objectionable (such as payment to a company logging national-forest 
timber for board and lodging furnished the Forest Service scaler or other em- 
ployees administering the sale). 

“(B) To provide a means of supplying employees in isolated stations who do 
not have access to marketing centers (such as lookouts, firemen, etc., stationed 
away from cities and towns). 

“(C) The law itself is not restricted to these two objects, but authorizes the 
furnishing of subsistence and purchase of personal equipment and supplies to 
‘employees of the Forest Service’ only. The term ‘employees of the Forest 
Service’ includes the regular short-term and permanent employees of the Service. 
There is no authority to extend the privilege directly or indirectly to other Federal 
employees either in the Department of Agriculture or other departments, nor to 
persons not in Government employ.” 

The Forest Service does not operate a commissary as we commonly refer to a 
commissary on a military reservation. Rather, it is commissary in name only 
and the purchase of supplies and equipment for Forest Service employees is accom- 
plished as a part of the regular duties of Forest Service purchasing offices. Sup- 
plies and equipment are purchased by the Forest Service at the specific request of 
employees from vendors at prices quoted under Government contracts or are 
furnished from the regional warehouse stock. The employee is charged the 
Government purchase price, plus surcharge for handling. The purchase price 
of items requested by employees is paid by the Government and deducted from the 
employees’s biweekly salary. 

SCOPE OF SURVEY 


The investigative survey of commissary activities by the Forest Service was 
made in the following regional offices: Region 1, Missoula, Mont.;? region 2, 
Denver, Colo.; region 4, Ogden, Utah;‘ region 6, Portland, Oreg.; region 9, 
Milwaukee, Wis.5 

Coverage of the survey was directed mainly to the cost to the Government for 
carrying on commissary operations and the justification for the commissary 
privileges. 

Commissary items referred to herein do not refer to supplies such as tobacco, 
candy, cigarettes, socks, gloves, shoes, etc., furnished to fire fighters at the scene 
of fires. The cost of these items requested by each fire fighter is entered on the 
fire fighter’s time slip, without surcharge for handling, and deducted from the 
payment due him. 

AUTHORIZED COMMISSARY ITEMS 


Commissary items are in general divided into two classes according to the 
personnel for which they are purchased: (a) employees at isolated stations, and 
(b) other employees. A surcharge to cover Government cost of handling is not 
to be added to purchases for employees at isolated stations. However, in actual 
practice the commissary handling charge is added to the item cost to the Govern- 
ment for all commissary purchases furnished to employees, Representatives of 
the Forest Service regional offices visited said that with the exception of one or 
two lookout stations in region 6 there are no stations which could be considered 
isolated or completely devoid of commercial facilities under present-day standards. 

Purchases of commissary items for employees at other than isolated stations 
are restricted by administrative regulation ® to such classes of articles as em- 
ployees use in their official work. he regulations further specify that, in view 
of the primary purpose of the commissary authorization, purchases under this 
section must be held to a minor volume and that care must be taken to assure 
that the Government does not bear any additional expense or other burden inci- 
dental to making these purchases. Purchases of commissary items for this 
class of employee are restricted by regulation to items as listed below, except 





3 Main warehouse at Spokane, Wash., which supplies specialized fire-fighting equipment for all forests 
and also other Government agencies. 

4 Main warehouse at Salt Lake City, Utah. 

§ Main warehouse at Watersmeet, Mich. 

* GA-H?2-13. 


{ 
; 
3 
5 
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such additional articles as may be approved for use in the performance of official 
duties: 


Antifreeze Luggage 

Auto heaters Motor oil and greases 
Brief cases Tire chains 

Cameras and films Tires and tubes 
Camp bedding Typewriters 7 

Camp equipment Saddlery and harness 
Drawing instruments ? Snowshoes and skis 
Dictionaries ? Spark plugs 

Electric fans ? Storage batteries 


Fountain pens and desk sets 7 


Region 2, Denver, has interpreted the regulations as authorization to furnish 
to employees as commissary any item which is carried in warehouse stock.’ 

Antifreeze, tires and tubes, camping equipment, storage batteries, and cameras 
and film comprise the major portion of items furnished to employees as com- 
missary. However, region 2 under its interpretation of the regulations to the 
effect that any item of warehouse stock can be furnished to employees has pro- 
vided such items as house paint, carpenter tools, house shingles, garden hose, 
barbed-wire fencing, fence posts, ladders, light bulbs (for the home), and a hot- 
water heater for the home. The hot-water heater was for an employee stationed 
in a town of 35,000 population. House paint, carpenter tools, fencing, garden 
hose, and shingles were included in items furnished to employees in the Denver 
regional office.® 

The regional offices in their supplemental regulations regarding the purchase 
of tires and tubes for employees have issued instructions generally as follows: 

“The privilege of purchasing tires through commissary is restricted to em- 
ployees of the Forest Service who (a) have their personally owned cars under 
contract of hire, or (b) are authorized to use their personally owned cars for 
official business under letter of authorization, or (c) are eligible for special letter 
of authorization providing for use of personally owned car at time of transfer 
or on a personal preference basis.” 

This instruction would appear to restrict the purchase of tires and tubes to 
certain employees, but actually it provides that every employee in the Forest 
Service is eligible to obtain tires as a commissary item. 


EXTENT OF COMMISSARY ACTIVITY 


There follows a listing of the dollar value of commissary items furnished to Forest 
Service employees in regions 1, 2, 4, 6, and 9 during fiscal year 1952 together 
with the handling charge assessed and the effective rate of commissary handling 
charge: 








Effective rate 


, 
Commissary | Handling os 
| requisitions | charge | of ae 
siaaieiiesisniscmsetsntasbbeamadli alanis ceacenaibede \ ebcaenhaiaiiieal it etal emi 
| | 
Percent 
Region 1, Missoula - ..-. ; ; _ $6, 231 $688 11.04 
Region 2, Denver. ‘ pea 6, 517 568 8. 75 
Region 4, Ogden x 6, 932 612 8.83 
Region 6, Portland - yelnn red a avenue Joe 15, 714 1, 399 8.9 
on cccinanaducescnctesabesninarath 2, 722 256 9.4 


1In region 9 the operating units are permitted to procure commissary items from local supply sources 
These commissary requisitions are not included. The other regions require that the commissary requisi 
tions be routed to the regional procurement office for processing. 





1M. W. Thompson, assistant regional forester, Denver, advised this office by letter dated August 6, 1953, 
that these items have been removed from the list of authorized commissary items. 

§*M. W. Thompson, assistant regional forester, Denver, advised this office by letter dated August 6, 
1953, that their commissary purchases under revised regulations would be limited to those items listed and 
such additional items as approved by the Chief, Forest Service, for use in the performance of official duties 
by fieldgoing employees. 
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There follows a listing of the total requisitions processed by each regional 
procurement office during fiscal year 1952 and the requisitions applicable to com- 
missary items: 





Total Commissary 
| requisitions requisitions 


Region 1, Missoula. 381 
Region 2, Denver___.........- 2 . : 263 
Region 4, Ogden ee a sal 355 
Region 6, Portland 603 
Region 9, Milwaukee_.-- 1112 








1In region 9 the operating units are permitted to procure commissary items from loca] supply sources 
These commissary requisitions are not included. The other regions require that the commissary requisi- 
tions be routed to the regional procurement office for processing. 


EMPLOYEES BENEFITED BY THE COMMISSARY PRIVILEGE 


The main purpose of the commissary privilege, as developed in hearings before 
a congressional committee, was to permit the Secretary of Agriculture to purchase 
supplies and equipment for employees stationed in isolated areas without access 
to marketing centers.*® 

Thirty-two percent of all commissary requisitions in regions 1, 2, 4, 6, and 9 
was for employees of the regional offices located in cities which are the marketing 
centers of the areas with populations ranging upward to almost a million persons, 
The national forest offices are also located in cities which are the marketing centers 
for their areas. 

The representatives of the regional offices contacted during this examination 
acknowledge that there are only one or two guard stations and few lookout stations 
which could be construed as being in isolated areas. 


HANDLING CHARGE 


Regulations !° require the assessment of a handling charge of 10 percent of the 
purchase cost to the Government with a minimum charge of 75 cents and a 
maximum charge of $3 applied to each direct purchase. Warehouse issues are 
charged to the employee at cost plus transportation plus a handling charge not 
less than 10 percent with a minimum charge of 75 cents and no maximum. Group 
purchases (several employees consolidate their orders on one requisition) are 
charged to one of the employees at cost plus a handling charge of 10 percent, 
minimum charge $1 and no maximum, It is the responsibility of the employee 
charged with the purchase to collect from the other employees. 

As a general rule, the rate of handling charge on warehouse issues varies between 
regional offices dependent upon the cost of their warehouse operations. In no 
case did the regional offices apply a lesser rate for the handling charge than was 
established by the regulations. 

There is included as exhibit 1 a consolidated statement of the warehouse opera- 
tions and commissary sales for regions 1, 2, 4, and 6 for fiscal year 1952. The 
amounts of sales and costs are as shown on the regional annual reports of ware- 
house operations except where specific items of apparent costs were not includea 
such as services and utilities furnished by GSA, rental of buildings under GSA 
contract, and services performed by the fiscal division for the warehouse and com- 
missary activitiy. The reports do not include a cost for depreciation of Govern- 
ment-owned buildings. Reported depreciation is applicable to rental equipment 
only. 

The average effective rate of handling charge for commissary items for regions 1, 
2, 4, and 6 is only a fraction of 1 percent of the recorded operating costs based on 
the percentage of cost to sales. If depreciation of Government-owned buildings 
were included as a cost, the handling charge would be insufficient to assure that 
the Government does not bear a burden incident to making commissary purchases. 


* Forest Service Manual, GA~H2-13. 
1 Forest Service Manual, GA-H2-13. 
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PAYROLL DEDUCTIONS 


Payroll deductions for commissary items furnished to Forest Service em- 
ployees are computed on the basis of total purchase cost to the Government, plus 
Federal, State, and local taxes (where applicable) and a handling charge deemed 
sufficient by the Forest Service to compensate for handling the transaction. 


MONETARY ADVANTAGE TO FOREST SERVICE EMPLOYEES BY EXERCISING THE 
COMMISSARY PRIVILEGE 


As an example of the monetary advantage to Forest Service employees in 
exercising their commissary privilege, there follows a comparison of cost to em- 
ployees for a few representative items through exercising their commissary privi- 
lege with the cost for the same items if they were purchased from regular retail 
sources: 











Cost when purchased through com- 
missary | Cost when 
aca cat | a 
Item | rom regu- 
Cost to ; Total cost | lar retail 
Govern- | eee to em- sources 
ment —— ployee 
re | “7 | 
Prestone antifreeze, per gallon: 
IND ici AUiaI len cate ils anietin haiimcceeiadiibiainedaeaataniaa 1 $1. 90 $0.19 $2.09 $3.75 
To Abit Aa titi hihsitstihin nd acemattionwebnunnmdiimnan 2.10 21 2. 31 3.75 
Film, Eastman: 
eee, Ger IG oc inannddadpetigkns each 2, 42 . 24 2. 66 5. 50 
8~millimeter magazine................... sociales 3. 08 él 3. 39 4. 80 
Tires, Goodyear: 
600 x 16, deluxe 2 13. 38 1.34 14. 72 21. 20 
650 x 16, 6 ply 2 20. 29 2. 03 22. 32 33. 68 








1 VAriation in cost due to shipping charges. 
2 Price includes Federal excise tax. 


EMPLOYEE COOPERATIVE BUYING ASSOCIATIONS 


Each of the Forest Service regional offices visited sponsors an employee co- 
operative buying association or other local cooperative buying associations are 
available. Cooperative buying is not limited to any particular item but consists 
mainly of items such as electric appliances, furniture, etc. 

While regulations " provide that cooperative buying associations will remain 
entirely divorced from official activity, the cooperative buying association at 
Missoula, Mont., calls itself the Forest Service Employees Cooperative Buying 
Association, address care of United States Forest Service, Missoula, Mont., and 
the regional purchasing officer is at the head of the organization and his name 
appears on all cooperative requisitions submitted to supply sources. 

When this situation was called to their attention by us, the Department of 
Agriculture undertook immediately to require the procurement officer to divorce 
himself from any connection with the co-op buying association. The Depart- 
ment will also check any similar situations which might be found elsewhere in the 
Forest Service. 





ul Forest Service Manual, GA-H2-13. 
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Forest Service, regions 1, 2, 4, and 6—Consolidated statement of warehouse operations 
and commissary sales for fiscal year 1952 




















| . : | Total, 
Region 1 Region 2 | Region4 | Region 6 regions 
| 1, 2, 4, 6 
Sales at cost, including commissary -- $1, 304,642 | 1$120,382 | $712,478 $613, 370 2, 759, 872 
Handling charges assessed, including com- a 
missary : | $107, 388 $7, 127 $43, 781 $46, 276 $204, 572 
Effective rate of handling charge. pervent._| 8. 23 5. 51 6.14 7.{ 7.41 
Commissary sales at cost $6, 231 $6, 517 $6, 932 $15, 714 $35, 304 
Handling charge assessed, commissary , 
_Sales ; ' ; $688 $568 $612 $1, 399 $3, 267 
Effective rate of commissary handling 
Seasons percent-.| 211.04 8.75 8. 83 8.9 9. 23 
Operating expenses: 
General expense - . apie pening tise ows ieglitaais $1, 092 $1, 009 |....-. 
Salaries $132, 589 3 10, 370 4 35, 105 $47, 386 | 
Rent and storage “a § 13, 610 (®) 6, 671 (") 
Utilities ve ; 2, 222 6 1, 330 637 
Communications 894 |__ ‘ 
Advertising | 197 |_. . i 
Travel _ | 1, 195 |_- | 1,170 8, 392 | $244, 755 
Freight and express_- | 189 830 heparin Giri | 
Repairs saps SG Seesencs . Sonus 
Operating supplies. - - i 464 |_.... tS | 
Depreciation - - - 7 pn melee 2, 942 |_..- fy a IV 
Other expenses * 12, 185 eos 7, 816 
Other income ° bevel (25, 961) vee ep RES (17, 944) 

Net cost of operation - . 140, 540 13, 610 44, 955 45, 650 244, 755 
Percent, operating cost to sales | 10. 77 10. 52 6. 31 7. 44 8. 86 
Effective rate, commissary handling 

charge--- a 11. 04 8.75 8. 83 8.9 9. 23 
Gain or (loss) to Government on commis- 
sary operations—percent of commissary | e 
sales_.....- cninehesoraet as .27 | (1.77 2. 52 1. 46 . 37 
| | | 











1 Includes only warehouse issue and commissary items. Purchases shipped by vendor direct to operating 
units are not cleared through the warehouse account. 

2 Commissary handled as a warehouse issue, minimum charge 75 cents, no maximum. 

3 Includes estimated salaries for other than warehouse employees as follows: 


Procurement and supply office_..__.- mallee <ievatniatiatienéaiambeemaiee $3, 360 
Peta naa eek tb ae Sticke ade cul Kes eanchbse Obata thaUbntbigdcatcontuudbiube tbs teensnbnds 1, 300 





4 Includes a bookkeeper in fiscal division at $2,946 annual salary. 

$ 60,759 square feet of warehouse space at Spokane. Under GSA contract at 22.4 cents per square foot. 

6 Includes only value of services performed or furnished by GSA in Government-owned building and 
estimated by GSA representative to cost $111 per month. 

7 Regional procurement and warehousing operations carried on in a Government-owned building con- 
structed in 1934 at cost of $87,500 (41,000 square feet of floor space). 

8 Inventory losses or (gain), repairs to rental equipment, ete. 

* Purchase discounts, profit on merchandise received without cost, equipment rental, rental of storage 
space, etc. 





APPENDIX 11 
Exuisit A 


Hearincs HELD BY THE INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE OF 
THE COMMITTEE ON GOVERNMENT OPERATIONS, NEw ORLEANS, La., DEcCEM- 
BER 3, 1953. 

Houser or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
New Orleans, La. 


The subcommittee met, pursuant to call, at 11 a. m., at the offices of Edwin H. 
Fitler Co., 4400 Florida Avenue, New Orleans, La., Hon. Cecil M. Harden 
(chairman of the subcommittee) presiding. 

(Present: Mrs. Cecil M. Harden, chairman of the subcommittee, George 
Meader, Jack B. Brooks, Robert L. Condon, and J. L. Pilcher.) 

(Also present: Ray Ward, staff director; DeWitt Schieck, executive secretary, 
Cordage Institute; and James F. Kirkpatrick, resident manager, Edwin H. 
Fitler Co.) 
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Mrs. HARDEN. On behalf of the Intergovernmental Relations Subcommittee, 
I wish to express our appreciation for your very interesting conducted tour of the 
plant. 1am sure that we all learned a great deal about the manufacturing of rope. 
Perhaps the members of the committee will have some questions, and we will start 
with Mr. Meader. Do you have any questions, Mr. Meader? 

Mr. MEapER. Well, I would like Mr. Kirkpatrick to say for our record what 
he said before about the processes, and particularly the testing of the rope at 
the various stages. I think we ought to have that on our record. 

Mrs. HarpDEN, That is a good suggestion, Mr. Meader, and, Mr. Kirkpatrick, 
we would be pleased to hear from you. 

Mr. KirkpaTRICK. Well, the fiber, bales of fiber, are taken to the preparing 
department. That is the first machinery that the fiber goes through, and at 
that point we blend the various grades of fiber that we put into the rope. I would 
say the common grade is Davao fiber—it comes from the Province of Davao in 
the Philippines—that is where it gets its name—and we blend those. That is 
what you saw running out there—Davao I, Davao J, and two bales of Davao 
S-2. We blend the fiber, to meet color reflectance and tensile strength require- 
ments. The fibers we use have to have when they are all blended a Becker value 
of a certain percentage. We check the color against a standard stone which has 
a certain color reflectance value. That is how we check it. At that point we 
have to have a certain color. Our No. 1 rope is always above Government 
standards. 

At that point we then put that fiber on the first breaker where we have a comb- 
ing action taking place—really a hacking machine. The slow chain or the first 
conveyor chain has hacker pins in it, and that is where we get the combing action. 
That tends to make the fibers parallel, and what we are working for all through 
the preparation is to get the fibers combed and parallel, and drawn down to uni- 
form ribbon size so that when it comes off the last operation we can spin it into 
a yarn of a given size. We change the beat per type of sliver coming off the 
machine, depending on what size varn we are going to make. 

In the preparing department on the first machine we take off and weigh a 
given length of sliver. It has to weigh a certain poundage. If there is a plus 
or minus over 5 percent of what we call for, it has to go through the machine 
again. That is the first place we check for quality. 

Then we go down about one, two, three more passages. At the fourth passage 
we check again by taking off a given length and testing for weight, and we have 
so many piles going up the back of the next machine, and those for instance, on 
the draw frames we have got to have four piles going up the back there. Each 
has a given length. They should weigh a certain amount. What we are after 
there is a total weight of 660 pounds which those 4 piles should weigh. Now, if 
they don’t weigh that, we can’t let them go through. It has to go back. It is 
rejected. That is the most important point for checking the uniformity of the 
sliver at that point. 

Then when it gets to the finishers, we take another check there to see that the 
sliver is the right weight to go to the spinning machines. There is nothing we can 
do at that point. We have to check at the other points. If we find any going 
through that isn’t right, that got past, it goes back. In other words, a double- 
check. We try to find our trouble where the four piles are going up on the indi- 
cator machines. 

From the finishers the sliver goes to the spinning machines, and at that point 
we put a twist into it, and all the yarn that comes off each spinning machine is 
tested every day as to the yardage of that yarn and also for the tensile strength. 

Mr. Meaper. That is the first point where tensile strength is tested after the 
yarn is spun? 

Mr. Kirxpatrick. That is right. That is the first place you get your tensile 
strength. That is what you saw the girl over there doing with the testing ma- 
chine, testing for yards and testing for strength. 

Mr. Scurecx. When you say yardage, you mean yards per pound? 

Mr. Krrxparrick. That is right, either yards per pound or feet per pound. 
Different mills speak in different terms. Ordinarily here we call yarns by num- 
bers and figure 15 feet to the number. Thus assuming you have a No. 18 
yarn you multiply 15 feet by 18 and that gives you the number of feet per pound. 
You use different sized yarns and different quantities of yarns for making the 
various ropes. 

After we have the yarn, we take it to the forming machines and form the strands. 
That is where we control the hardness of the strands. We either make hard or 
soft or whatever the customer wants the rope made to. We have a regular 
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standard rope, and some people call for a soft lay rope and some for a hard lay, 
depending on what use they are going to put it to. 

Then we take the strands out of the forming machine and put them in the 
back of the laying machine, and there we lay the strands together to make the 
finished rope. 

Mr. Meaver. At what point do you put the preservative or the chemicals in? 

Mr. Krrxpatrick. Preservatives and oil are put in on the first preparing 
machine. Then it gets distributed through all the fibers: as the fibers become 
blended, the oil is also blended through the fiber, working down through until 
we get it ready to spin into yarn. 

Mr. Meapver. That is the only point at which any chemical is added? 

Mr. Krrxpatrick. That is the only point at which any chemical is added. Of 
course, there are tarred ropes and specially treated ropes. Sometimes the ropes 
are treated after the rope is completed and sometimes the yarns are treated. 
If it is tarred rope, we might run the yarns after they come from the spinning 
department through the tar bath and then form the yarns to make a strand and 
finished rope, but your regular treatment that goes on all rope is put on the first 
breaker, the first operation in the preparing department. 

Mr. Connon. I noticed some of the ropes had strands that were red or black 
in them. 

Mr. Krrxparrick. Those are the trade-marks that identify the company that 
made the rope. Red, white, and blue is Columbia’s marker, blue and yellow is 
Fitler. That is done so that, if there is a complaint on the rope, they can find out 
who made it and come back to them. Every manufacturer has to have his 
identification mark on his rope. 

Mr. Connon. Do you dye some of the hemp? 

Mr. KirxpaTrick. We dye the finished yarn. Besides that we put a paper 
marker in the small-sized rope where you don’t see surface markers, which tells 
who the manufacturer was. 

Mr. Meaper. Are these testing procedures, Mr. Kirkpatrick, essentially the 
same the Navy uses in the Rope Walk in Boston? 

Mr. Krrxpatrick. I have never seen what the Navy does, but I imagine it is 
all standard. We have to meet Government specs. We make Government bids, 
and they would be the same specifications we work to, I would imagine, as the 
Navy has to work to. All the Government specifications specify how you shall 
make the test and what equipment you ask use. 

Mrs. HarpgeN. Any further questions, Mr. Meader? 

Mr. MeapiEr. No, 

Mrs. Harpmen. Mr. Brooks? 

Mr. Brooks. I was interested in what the capacity of this particular plant is. 

Mrs. Harpen. Off the record. 

(Discussion off the recerd.) 

Mrs. Harpen. On the record. 

Mr. Brooks. Do you sell any rope to the United States Government? 

Mr. Kirkpatrick. We have not sold any out of this plant at the present time. 
Out of the Auburn plant, yes. 

Mr. Brooks. Are marketing conditions generally good or bad in your particular 
industry, rope? 

Mr. Kirxparrick. It is slowing up. 

Mr. Brooks. Slowing up? 

Mr. Kirkpatrick. Yes. 

Mr. Brooks. But you do have an outlet for your present capacity? 

Mr. Krirxparrick. That is right. Mainly because I am not up to the capacity 
I should I should be up to. 

Mr. Brooxs. When you operate at full capacity, do you anticipate having a 
market for the full capacity of this plant? 

Mr. Kirkpatrick. Well, the way things have been going, the way they have 
been lately, I don’t think we can begin to sell the capacity of this plant. It is 
definitely slowing off. 

Mr. Brooks. Off the record. 

(Discussion off the record.) 

Mr. Brooks, I have no further questions, Madam Chairman. 

Mrs. Harpen. Any questions, Mr. Condon? 

Mr. Conpon. No questions, Madam Chairman. 

Mrs. Harpen. Mr. Pilcher? 

Mr. Pitcuper. Can you make in your plant here in New Orleans a rope that 
meets Federal specifications for our military? 
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Mr. KirKpatrick. Without any question. 
Mr. PitcHEerR. Without any 
Mr. Kirkpatrick. Without any question. 

Mrs. Harpen. Any further questions, Mr. Pilcher? 

Mr. Pricuer. No, Ma’am. 

Mrs. Harpen. Mr. Kirkpatrick, do you think the Government needs to 
manufacture rope? 

Mr. Krrxpatrick. No. I think there is an excess of capacity in this industry. 
I don’t think it is called for at all. - 

Mrs. HarpeNn. Can the Government be sure to gei what it pays for if it buys 
its rope? a 

Mr. Kir«parrick. Oh, I feel quite sure, because these mills are taking it to 
get volume and to keep their mills going, and bidding low just to get the volume 
in to keep their burden of costs down. 

— te How can the Government test commercial products as to quality 
control’ 

Mr. Krrxpatrick. Well, at the present time they test the commercial product 
by the Government specifications which are set up. 

Mrs. HarpEn, Is the rope industry competitive so prices are adjusted through 
competition? 

Mr. Kirkpatrick. Definitely. 

Mrs. Harpgen. Can you prove this? 

Mr. Kirkparrick. Well, I might say that it is my understanding that we have 
about 575 million pounds of preparation capacity on a 2-shift basis in private in- 
dustry, and all that we have been using is about 100 million pounds of rope a 
year—100 million pounds of baler twine—maybe 50 million of binder twine, and 
maybe 18 million of wrapping twine. Those are high figures. If you subtract 
that from the 575 figure, you find we have excess capacity, and for that reason it 
is very competitive. We want to try to keep our help stabilized. We don’t like 
to bring help in and then let them go after they are all trained. It costs an awful 
lot of money to train help, so we like to keep our help steady, and any poundage 
that the Navy would be making or the Government would be making, we would 
like to have, particularly the smaller mills, because a part of it—say 500,000 
pounds of what the Navy makes—to a small mill could mean the difference be- 
twen operating in the red or operating in the black. 

Mrs. Harven. Mr. Ward, do you have any questions? 

Mr. Warp. No, but I think Mr. Meader has. 

Mr. Mwaper. I have a couple of other questions that have occurred to me, 
Mr. Kirkpatrick, about the industry. About how many different concerns are 
in the rope-making industry? 

Mr. Krr«patrick, Mr. Schieck would probably have that figure. 

Mr. Scureck. There are 17 manufacturers operating 22 plants in 11 States. 
More than half of the manufacturers are what you might call small business, 
that is, they employ less than 200 people, and I would say that most of those 
have a considerably smaller capacity than this particular plant. Some of them 
make rope only or perhaps a little wrapping twine along with the rope and they 
don’t have the baler or binder twine business to fill in the dull periods. They 
are having hard going as rope volume decreases and wrapping twine business 
decreases because of import competition so 400,000 or 500,000 pounds of rope 
per vear could be very important to a small plant, say a plant with a 5,000,000 
pound capacity of rope per year—on a one-shift basis. Now I don’t know of 
any plant that is operating at more than a one-shift basis. I think that some of 
them from time to time have even had to cut down on their one-shift operation 
a little bit, I mean by one line or one crew or something of that sort. That is 
not good operations. If you see a mill like this laid out and half the machinery 
is down part of the time, you can know that that mill is carrying an extra burden 
of investment and so forth in that machinery which is applied to the end product, 
so the objective is to keep all of your machinery working on at least a one-shift 
basis. That is usually an economical operation. In time of war they would 
go on a two-shift operation. It is very unlikely that it would be necessary for 
this industry to go on a full three-shift operation because this has not been found 
practical. We always consider our maximum capacity is a two-shift operation. 
The capacity of this mill was mentioned, but that is the two-shift total capacity. 
What we would try to do and any mill man would try to do normally would be 
to operate at least on a one-shift clean operation straight through, and that is 
usually an efficient basis of operation of one of these plants. 
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Mr. Krrxpatrick. Yes. 

Mr. Brooks. One shift of 8 hours a day? 

Mr. Kirxparrick. Yes; 40 hours a week. 

Mr. Brooks. Is probably more economical than to run two shifts? 

Mr. Kirxpatrick. Not more economical, because the volume isn’t there. 

Mr. Scureck. Our 2-shift capacity is about 575 million pounds and our normal 
business is now about 100 million pounds of rope, about 100 million pounds of 
baler twine, about 40 million pounds of binder—that is around 240—and last year 
about 18 million pounds of wrapping twine. That is 260 million pounds against 
575 million pounds capacity, so you see we are not even operating at half of our 
capacity in some respects. So if our capacity on a 2-shift basis is that much and 
we are not operating at 50 percent of that 2-shift capacity, it follows that some of 
their lines—or perhaps some mills—will not be operating at some times during the 
year. 

" Mr. Brooks. This plant running 2 shifts would produce twice as much as 
would be theoretically its share under the 575 million pounds basis? 

Mr. Scuieck. Of normal business. 

Mr. Brooks. Off the record. 

(Discussion off the record.) 

Mr. Brooxs. Now how many of the smaller plants are there which are marginal 
producers in the rope industry? 

Mr. Scuieck. As I recall my figures, which are in your record, it seems to me 
there are about 10 manufacturers who empley less than 200 people. 

Mr. Brooks. And those 10 plants would each benefit considerably if they had 
a half million pounds of rope? 

(Discussion off the record.) 

Mr. Scureck. The Navy’s annual production which they are shooting for, 
which they call their economic production, is 5 million pounds a year. 

Mr. Brooks. That is how much they are producing? I thought it was—— 

Mr. Scuiseck. They have produced as much as 20 million pounds. When they 
testified last June, they said they were operating at 3,500,000 pounds, but they 
said that they were going to try and run on a 5-million-pound annual basis, be- 
cause they determined that to be their efficient operating basis, 5 million pounds. 

Mr. Pitcuer. That is about 50 percent of a 1-shift operation, nearly 50 percent 
of a small plant. 

(Discussion off the record.) 

Mr. Brooks. That is a different figure altogether. I misunderstood. 

Mr. Scuisck. That figure of 575 million pounds is the total 2-shift capacity of 
this industry. I think that is probably where you got mixed up. 

Mr. Krrxpatrick. I made a statement about 400,000 pounds doing one of the 
small mills a lot of good. Maybe that is where you got off. 

Mr. Scuteck. In other words, that 5 million pounds wouldn’t go to any 
particular plant, assuming the Navy stopped operations, but the plants would all 
bid for it and based on past experience you might expect some division between 
8 or 10 of them. That would be a very important production to them. We 
testified that we had no suggestions as to what they should do with the Navy mill. 
We thought it might be put into mothballs. We do not see any reason why it is 
necessary for them to manufacture 5 million, 3 million, 2 million, or 1 million 
pounds of ordinary rope a year for regular Navy stores. Such an operation has 
no connection with the manufacture of experimental rope. 

Mr. Pitcuer. I agree with you on that, but don’t you think it would be better 
if the Navy just kept their plant as an experimental plant, if they didn’t make 
over 300,000 pounds a year? That would be some cut from 3.5 million to 5 million 
pounds. Just enough to experiment. 

Mr. Scnreck. Whatever they need to carry on an experimental and testing 
program up there would be entirely satisfactory. 

Mr. MeaperR. Can you give us any idea about the Federal taxes and local 
taxes paid by the rope-making industry? 

Mr. Scureck. Mr. Meader, we made a sort of a rough survey of the industry 
just before the hearing in June and put those figures into the record at that time. 

Mr. Pitcuer. That’s in the record. You asked that same question, I think. 

Mr. Warp. We will put the figure back in here. 

Mrs. HarpEN. Have you finished, Mr. Ward? 

Mr. Warp. I’d like to ask 2 or 3 questions, Madam Chairman. You say there 
are several different specifications used by the Government agencies? 

Mr. Krrxparrick. Yes. 

Mr. Warp. Do you know what agencies have different specifications offhand? 

Mr. Pitcuer: Don’t we have that? 
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Mr. Krrxpatrick. Well, there is the—— 

Mr. Warp. Navy? 

Mr. Kirrxpatrick. The Navy has specs and the Army has specs. 

Mr. Warp. Coast Guard? 

Mr. Krrxpatrick. The Coast Guard has specs. 

Mr. Warp. Maritime Commission? 

Mr. Kirxpatrick. There were an awful lot of specifications during the war. 
That is all I recall. 

Mr. Warp. Do you think anything can be done in standardizing those specs? 

Mr. Krrxpatrick. I think so. 

Mr. Warp. Would it help the industry? 

Mr. KrrKpatrick. Yes. 

Mr. Warp. Would it decrease costs? 

Mr. Krrxpatrick. Yes. 

Mr. Warp. Do you feel that the military specs are adequate—I mean not 
restrictive? 

Mr. Krrxpatrick. I have never heard anything on that as to whether they 
are satisfactory or not. I have never heard any complaints on any of the product 
put out that met the specifications. 

Mr. Warp. And you have no trouble ‘following them at ail? 

Mr. Kir«xparrick. No. 

Mr. Warp. Are the processes and machinery pretty standard in the industry? 

Mr. Kirxpartrick. Yes. ) 

Mr. Warp. Would you feel free to indicate what the cost of the material might 
be with respect to overall cost, just to give us an idea? 

Mr. Kirkpatrick. I tell you, I have been away from the costs for a while since 
I have been down here, and, as a matter of fact, I haven’t had too much time to 
think too much about it. All the costs are being kept in the Auburn plant for 
this plant. 

Mr. Warp. Mr. Schieck, would that be a fair question to get an idea of the 
limits? For instance, in the paint industry, they say 86 percent of the cost is 
materials and containers. In this industry would it be 50 percent or 75 percent? 

Mr. Scuieck. I would like to take a stab at that. At this time—with per- 
mission to get a more accurate figure and substitute it in the record later—my 
impression is that it is around 65 percent raw material cost. 

Mr. Warp. Can the Government acquire that material any cheaper than 
industry can? 

Mr. Scuiecx. No. There is no reason why they could. They have to buy on 
the open market, just as we do, and there may be a day here or a day there when 
they may make a buy at an eighth of a cent less than somebody in the industry, 
but on the overail it should average out, 

Mrs. HarpEen. Have you any further questions? 

Mr. Warp. That is all. Thank you, Madam Chairman. 

Mrs. Harpen. Are there any further questions? [No response.] If not, we 
do appreciate your very informative and interesting statements, and we thank 
you so much. 

This hearing is now adjourned, 

(Whereupon, at 11:35 a, m., the hearing was recessed until 3:30 p. m., Thursday, 
December 3, 1953.) 
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Hearincs HEeLp BY THE INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE OF 
THE COMMITTEE ON GOVERNMENT OPERATIONS, NEw ORLEANS, La., DECEMBER 
3, 1953 

House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
New Orleans, La. 
The subcommittee met, pursuant to call, at 3:30 p. m., at the offices of American 

Paint Works, 424 Josephine Street, New Orleans, La., Hon. Cecil M. Harden, 

chairman of the subcommittee, presiding. 

(Present: Mrs. Cecil M. Harden, chairman of the subcommittee, Jack B. 

Brooks, and J. L. Pilcher.) 

(Also present: Ray Ward, staff director; D. J. Devlin, Marine Paint and Varnish 

Co.; J. C. Pedarre, W. G. Smart, and H. A. Richard, American Paint Works; 
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Jack B. Valley, Standard Paint & Varnish Co.; David Bernhardt, Jr., New 
Orleans Paint & Color Co.; and Waldo Uttley, Uttley Paint Manufacturing Co.) 

Mrs. HarpEeN. Mr. Smart, Mr. Devlin, Mr. Uttley, Mr. Bernhardt, the mem- 
bers of the House Committee on Intergovernmental Relations have been studving 
for some time the Government’s activities in commercial and industrial fields in 
competition with private industry. Knowing that you gentlemen are engaged 
in business which you feel is in competition with Government business, we have 
endeavored to carry our studies to New Orleans, and we are enjoving our stay 
here very much. We greatly appreciate the tour of the Glidden paint plant 
which you, Mr. Smart, and your associates have conducted. I am sure that each 
member of the committee has learned a great deal about the manufacturing of 
paint. The members of the committee have some questions which they would 
like to ask you gentlemen, and at this time we will proceed with the questions. 
Mr. Smart, would you care to make a statement first, for the sake of the record? 

Mr. Smart. Weil, I feel that the paint industry nationally—and particularly 
in important ports like the city of New Orleans—has the fine reputation 0° people 
who have been in the paint industry for generations. They have heavy capital 
expenditures, the finest type of equipment, laboratory facilities the equal of which 
you have just seen here, and know-how that has been proven in every emergency 
which they have been asked to meet. 

In the city of New Orleans, the paint industry here turned out vast quantities 
of paint, all of the finest and highest quality that met every specification of the 
Government in the armed services and the Air Corps, the Maritime Commission, 
and, to some extent, for the Navy during the war, and are continually in that 
program of production and sales, and I believe that the record will show beyond 
-— question of doubt that all of the facilities, the manpower, the technical needs 

uite adequate for the production of any type of paint that any branch of 
the overnment may need. 

Mr. Devlin may have something to say on that, because he is certainly a heavy 
producer of those particular types of paint. 

Mrs. Harpen. Mr. Devlin, would you care to make a statement? 

Mr. Devin. Well, I might add this to what Mr. Smart said: I can’t lay claim 
to any present wide experience in manufacturing paint for the Government, but 
during the war when the Delta Shipbuilding Co. was operating here and built 
over a hundred merchant ships for the Maritime Commission down on the Indus- 
trial Canal, we did manufacture a very large quantity of marine paint, according 
to Maritime Commission specifications and under the supervision of the Mari- 
time Commission inspectors, who were in our plant constantly at that time. 
We had no difficulty in satisfying the inspectors and their superior officers as to 
our ability to manufacture the material, and I am quite sure that we manufac- 
tured it at prices which compared favorably with those charged by other manu- 
facturers much larger than we were. I don’t doubt our ability to furnish practi- 
cally any Government specifications paint up to the specification and subject 
to Government examination and approval. 

Mrs. HarpEN. Mr. Uttley, do you care to make a statement? 

Mr. Urriey. I believe that Mr. Devlin and Mr. Smart have covered the sub- 
ject very thoroughly. 

Mrs. Harpren. Mr. Bernhardt? 

Mr. Bernuarpt. Well, I agree with Waldo. My only comment would be 
that our experience has been even more recent than his. We also manufactured 
considerable during the war, in wartime activities, but we have been manufac- 
turing during the last year, I know personally, quantities of materials for the 
Maritime Commission, the Army Air Force, the Engineers, and for Navy contrac- 
tors—not directly to the Navy but Navy materials for shipbuilding plants build- 
ing Navy vessels, and we have had no problem satisfying the inspectors or satis- 
fying the commercial laboratories which are sometimes specified for inspection 
activities. 

Mrs. Harpen. Have you finished? 

Mr. Bernuarpt. That is it. 

Mrs. HarpEN. Mr. Pilcher, do you have any questions? 

Mr. PircHer. Madam Chairman, they have answered all the questions I was 
going to ask in their statements. I would like to ask one question. I doubt 
whether they can answer it, but I think we already have it in the record. Do 
you have any idea as to the approximate amount of money that is invested in 
the country in the paint industry? 

Mrs. HarpEeN. Mr. Ward, haven’t we got that in the record? 
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Mr. Warp. I believe that is in the record, Mr. Pilcher. I don’t recall the 
figure offhand but will see that it is inserted. 

Mr. Pitcner. We have it in the rope business, and I believe in the paint 
business. 

Mr. Devuin. I think our national association under General Battley’s presi- 
deney could give you that information or something very close to it. 

Mr. Pitcuer. And as to the number of employees that the paint industry has 
and the approximate amount of taxes! I think that would be well to get in the 
record. 

Mr. BERNHARDT. I think all of that information is available in General Battley’s 
organization. 

Mr. Pitcuer. We may have it. 

Mr. BERNHARDT. I can’t remember the figure on the capital investment. We 
know the sales, and I know within the last 2 months I have seen the figure on the 
relationship between sales and capital investment, that ratio. The number that 
occurs to me is 36 percent, but it seems a little low. 

Mr. Drevin. The total sales of our industry reported by the Bureau of the 
Census, Department of Commerce, every month for the past 3 years is that for the 
past 3 years our industry has manufactured and sold over $1 billion a year in paint, 
substantially over 1 billion—in dollars. 

Mr. Urriey. I believe we have Mr. Valley here. Is Jack still sitting over 
there? He is a local manufacturer and I happen to know—at present, I believe, 
Jack, you are working on some Navy specification material at the present time; 
are vou not? 

Mr. VALuey. Yes, sir, we are. We are averaging roughly 12,000 gallons per 
month of specification material. 

Mr. Pitcuer. For the Navy? 

Mr. VatuiEy. No, Navy contractors. We are the subcontractors. Roughly 
around 40 or 50 different types of specifications. We haven’t encountered any 
trouble and we haven’t had one rejection since we are in business, which is 10 
years, but since the Korean conflict, there are 40 to 50 types of specifications we 
are constantly manufacturing, and we have never had a rejection. 

Mrs. HarpEen. I beg your pardon, Mr. Valley. Your name was not on the 
list which was handed to me, or I would have called on you before. Do you have 
any further comments, Mr. Uttley? 

Mr. Urriey. No. 

Mrs. HarpEeNn. Mr. Brooks, do you have any questions? 

Mr. Broors. I don’t believe. I think any questions I had were well answered 
by their statements. 

Mrs. Harpen. Of course, you know, the members of the committee are in- 
terested in knowing if the Navy should stay in the paint business, and you may 
know that the Navy has reduced their production from 150 types of paint to 28 
types. Do you feel that they need to make the 28 types? Is there anyone who 
cares to answer that? 

Mr. Urruey. I feel that the Navy should confine themselves to the manu- 
facture of experimental items only, items of a test nature. As soon as those 
items are proven to be of any worth at all, they should be let out on private con- 
tract. I have in mind only a research type of manufacture for the Navy. 

Mrs. HarpEN. If the Navy should buy paint, can they get the quality control 
which Admiral Manseau says is the heart of the matter? 

Mr. Peparre. I really believe they can. I have no reason to believe that the 
paint industry with their vast experience and technical background cannot give 
the Navy the quality that they want. We manufacture on the specification that 
the Navy requests. We give them all the quality they ask for, and I am familiar 
with the 28 items that are in question, and I have gone over all of the specifications 
myself. We have made quite a few of them for subcontractors, not directly to 
the Navy. However, I see nothing whatever in these specifications that is very 
difficult in comparison to other products, and I agree with Mr. Uttley—I think 
that tle only thing that should be continued by the Navy should be experimental 
only. 

Mrs. HarpEN. Thank you. Is the paint industry competitive so that prices 
are adjusted by competition? 

Mr. Smart. The paint industry has the reputation of being the most competi- 
tive business that there is. From my own experience I daresay that the thing 
that has kept me in the paint business—the paint industry—is not the profits 
in it but the spirit of competition that is in it. There must be some glamor to 
the coloring of paint, some attraction, that keeps men tied down to this highly 


1 Employees 60,000; tax estimate not available. 
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competitive business when other pastures are so, so greener through a compe- 
tition that is not so terrific. There are a lot of ways to earn a living that are 
easier, in my Own opinion after 30 years in the paint industry—I am convinced 
that there are far easier ways to earn a living than this highly competitive paint 
industry, which we all love for that particular reason in all probability. 

Mr. Devin. I'd like to add something, if I may, to what Mr Smart said, on 
the question of competition. The paint industry is highly competitive. Now 
when we talk about what is known as trade sales items, those which are sold 
through dealers to people who go into the stores and buy, Mr. Uttley’s first grade 
house paints and Mr. Smart’s and mine run fairly close together in price, but not 
absolutely close together. There is competition even in that. But when you get 
down to bidding for Government business, whether it be the Federal Government 
or the State government or the city government or some department of the city, 
the competition is extremely keen. In fact, it is so keen that frequently it gets 
down to the point where there is no profit in it for the manufacturer, and I have 
seen bids opened where there were 15 to 20 bidders on exactly the same specifica- 
tions, not necessarily for the Federal Government—it might be for the dock 
board here in New Orleans—where the difference between the high bidder and the 
low bidder would be 100 percent almost. In other words, the high bidder might 
be bidding $2.80 a gallon, and the low bidder $1.90 a gallon. I have seen that 
frequently, haven’t you, Mr. Uttley? 

Mr. Urtiey. Yes. 

Mr. Devin. And Mr. Bernhardt? 

Mr. BerRNHARDT. Many times. 

Mr. Urtiey. I think just as a case in point, if the committee would like any 
further information on that, there have been some commercial studies made, I 
believe, by the Commercial Credit Corporation, showing the ratio of net profits 
in various American industries, and the paint industry as a whole ranks very low 
on that list, our percentage of return almost any way you figure it—whether it 
be on volume of sales or capital investments or any way you look at it—is very 
low. 

Mrs. HARDEN. Do you have a question, Mr. Ward? 

Mr. Warp. Yes. I was going to ask could you give us that for the record, 
oo table you are talking about, or a reference to it? You can send it in, if you 
wisn. 

Mr. Urt.ey. I will try to look it up. I am not quite sure I haveit. My filing 
space is getting to be at a premium. Iam getting ready to move. It may have 
been destroyed. I am quite sure the source was the Commercial Credit Corpora- 
tion. Did you get those ratios? 

Mr. BerNuARDT. I remember seeing them at one time, but I doubt seriously if 
I could come up with it. My filing space is like yours. 

Mr. Urriey. It was not necessarily the sort of thing you would file away. I 
am quite sure the National Paint, Varnish and Lacquer Association can get that 
information for you. 

Mr. Drevin. The Department of Commerce may have it. Up until this 
year didn’t we have to file a quarterly report of profit and loss with the Depart- 
ment of Commerce? I think we did. I think it was only within the past 6 
months that that has been discontinued, and they should have it. Now whether it 
has been tabulated, I don’t know, but they should have the information. 

Mr. BERNHARDT. It would seem to me the Aviation Supply Office at Phila- 
delphia would have some very, very competent and reliable figures on that, 
because they have been buying paint now for 4 years, and they could give you 
some figures on that, I am quite sure. 

Mr. PincHer. Madam Ghiirenia. I can state as purchasing agent for the 
State of Georgia that as far as competition is concerned, that paint competition 
was the keenest of any industry that I submitted bids for while I was State 
purchasing agent. There is no question about competition in the paint business. 

Mrs. Harpen. Mr. Pedarre, are you familiar with Navy paints 116, 117, 
5-H and can industry make those? 

Mr. Peparre. Yes, I am familiar with those paints, and I see no reason why 
the paint industry cannot manufacture those paints. I see no reason whatever 
why they can’t. 

Mrs. Harpen. Thank you. 

Mr. Bernnarpt. The paint industry has manufactured those items—great 
quantities of them. 

Mr. Peparre. 5-H—that is your A Grade, and the 116 is red chromate, red 
oxide paint we were speaking of. There is nothing unusual about the paints at 
all. 
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Mr. Smart. They are very simple to make—nothing unusual about them. 

Mr. Warp. Do you consider that it is difficult to get quality control of those 
three types—I mean from the Navy’s point of view? : 

Mr. Peparre. No, sir. 

Mr. Warp. Do you consider the cost of testing those three types is greater 
than testing ordinary paints that they would be buying—say the other twenty- 
some-odd that are on that list? - 7 

Mr. Peparre. I wouldn’t offhand be able to answer that. 

Mr. Warp. Would you want to—— 

Mr. PeparrReE. Because I would like to see the specifications. 

Mr. SMart. You have got the specifications. Get the book. They are 
chromate primers. They are simple products to make. " 

Mr. UttLey (producing document). I think J have it. 

Mr. Warp. The reason that question is asked is that the testimony the com- 
mittee received in Washington was that the cost of the quality control, that is, the 
inspection, would be prohibitive on these items, and we wanted to know what 
your thought was on the matter or your experience. 

Mr. PeparRE (referring to document). locking at this 5-H and the 116, both 
of which we have made already, I don’t see where there is any unusual testing 
required other than the various other specifications that are made. 

Mr. Warp. Now what is your technical background in the field? 

Mr. PeparreE. My technical background is that I have had 20 years experience, 
besides special courses in organic chemistry. I did not finish college. I started 
college at Loyola University, but I didn’t finish. I have had special courses in 
organic chemistry, inorganic chemistry, quantitative and qualitative analysis and 
industrial chemistry, besides 15 years in the laboratory—or about 18 years in the 
laboratory and the balance in the plant. 

Mr. Warp. Is there anyone else here with technical background? 

Mr. PeparRRE. We have two men. There is Marcel Duvic in the laboratory 
who is a graduate of Tulane University with a B. 8. in chemistry, and Matthew 
LaNasa, who is a graduate of Loyola University with a B. 8. in biology, which 
is important to us in our water paint industry, and he also had in the biology 
course naturally 2 to 3 years of chemistry, too. 

Mr. Warp. Do you folks in the industry prefer to sell on a competitive bid 
basis rather than a negotiated basis? 

Mr. Urriey. Speaking for myself, I have never had the opportunity to nego- 
tiate any business. 

Mr. Devurn. Mr. Uttley took the words out of my mouth. 

Mr. Urrirey. We have always had to get down, as Mr. Devlin expressed it 
once before—just throw the book out of the window as far as ordinary profit 
margins are concerned, and I am not only speaking of Federal Government 
business, but State and almost any big business—throw the profit margins out 
of the window, and I think most of us—at any rate, that’s the way it looks to 
me—most of us figure: What does it take to get it? and, if we want it bad enough, 
we can get it; if we don’t want it bad enough, then we don’t get it. It is nota 
question of adding 10 percent or 5 percent or 15 percent or adding standard 
overheads or anything else. 

Mr. Smarr. You see, there is this about the paint business: The paint business 
is largely seasonable. The great demand for paints is in the spring and in the 
early fall where the demands of the public are immediately felt by the manu- 
facturer. Then we go into the winter months where the demand slackens off. 
There is not that public demand for paints due to weather conditions on the 
outside, and houses are closed up during the winter and there is not a tendency 
to make applications of paint on the inside—with the result that we have high 
peaks and valleys in production, and the paint business is a highly technical 
chemical business today. The average age of the men you see working out in 
that plant that you have just visited is close to 20 years per man average. Is 
that correct, Mr. Richard? 

Mr. RicHarp. Correct. 

Mr. Smart. Mr. Richard, our superintendent, has spent about 30 years with 
them. Mr. Pedarre, the head of our laboratory here—what is your average age? 

Mr. PepARRE. Twenty years experience in the industry. 

Mr. Smart. So that it is necessary in the paint industry for the personnel to 
be maintained. It is a problem with us in the industry to keep trained personnel 
in the technical end of the business, but also in the production end of it, because 
it does take time to produce a paint man. Now with these peaks and valleys 
that we have in production, the winter months with slow production or prac- 

















1536 COMMERCIAL AND INDUSTRIAL ACTIVITIES IN GOVERNMENT 


tically no production, and then the heavy production in the spring—it is quite a 
problem to us, so that when the opportunity is presented to me or to Mr. Uttley 
or to Mr. Devlin to get a big hunk of business to keep those mills turning out 
paint, to keep this employment of these valuable, trained people on our payroll, 
we want to doit. That is a continuous problem that we have to contend with, 
and therein lies in all probability one of the big reasons why this bid business 
is so highly competitive, where we are willing and where we do throw profits out 
of the window merely for the purpose of securing this production to keep our 
payrolls going. 

Mr. Warp. Well, Mr. Smart, do you find that the Federal Government buys 
seasonally to take advantage of those valleys that you are speaking about? 

Mr. Smart. No, I wouldn’t say that the Federal Government buys seasonally 
at all. 

Mr. Warp. You think they should? 

Mr. Smart. It is my experience with the Federal Government that they buy 
in keeping with their immediate demands. 

Mr. Warp. You think prices would be better if they would gear to your off- 
season, so to speak? 

Mr. Smarr. If they could anticipate their requirements, it would certainly 
help to level out the production difficulties which we encounter in the industry. 

Mr. Warp, It has been your experience that A. 8. O. does not do that? Is that 
your general experience? Mr. Bernhardt? 

Mr. BERNHARDT. By my observation, they don’t. We get all their bids. 

Mr. Warp. That is all I have. 

Mrs. HarpEen. Are there any further questions? [No response.] If not, I 
wish to congratulate each of your gentlemen on your fine and informative state- 
ments, and also upon the splendid attitude which you have in the paint industry 
toward each other. I think it is a wonderful spirit of cooperation that you seem 
to have here, and which has been exemplified this afternoon in this meeting. 
Again on behalf of the members of the subcommittee, we wish to thank you for 
this very fine hearing and this will bring our hearing to a close. 

We are now adjourned. 

(Whereupon at 4 p. m., the hearing was adjourned sine die.) 





APPENDIX 12 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., November 18, 1958. 


Memorandum for Mr. Ray Ward, staff member of the Subcommittee on 
Inter-governmental Relations, Committee on Government Operations. 
Subject: Navy report concerning scrap operations in the Norfolk area. 

The attached report, which you requested, is transmitted to you for your 
information. Within the next few days we will be able to submit to you the 
tonnage of ferrous scrap which was generated by each of the military installations 
having balers and shears and also a Department of Defense position regarding the 
use of this type equipment by the military departments. 

RicHarp K. CHAPMAN, 
Staff Director, Storage, Distribution, and Disposal. 





DEPARTMENT OF THE Navy, 
Burravu or Suppires AND ACCOUNTS, 
Washington 25, D. C., August 18, 1958. 


Memorandum for the Office of the Assistant Secretary of Defense for Supply. 
Attention: Rear Adm. M. L. Ring (SC), USN. 
Subject: Operation of scrap yards in the Norfolk area. 

1. Mr. B. Z. Katz and Mr. Julius Peck, of Peck Iron & Metal Co., Inc., Ports- 
mouth, Va., on July 15, visited the serap yards of the Naval Shipyard, Portsmouth, 
the Naval Supply Center, Norfolk, the Naval Air Station, Norfolk, and the 
United States Naval Ammunition Depot, St. Julians Creek under the pretext 
of inspecting scrap being offered for sale. As a result of these inspections, the 
entire duration of which lasted less than 1 working day, a detailed memorandum 
of alleged inefficiencies of the Navy scrap program was submitted to the Inter- 
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governmental Relations Subcommittee of the House Committee on Government 
Operations. 

2. The Commandant of the Fifth Naval District was requested to investigate 
the scrap operations in the Norfolk area in response to the accusations made by 
Mr. Katz. The report of the Commandant, resulting from his investigation, is 
enclosed for submission to the subcommittee. The facts, as determined by the 
investigation, clearly indicate that many of the statistics cited by Mr. Katz were 
completely erroneous and misleading. 

3. The preparation of scrap for sale is only a very small portion of the many 
functions performed by the scrap yards in the Norfolk area. These yards must 
accumulate and identify equipment and materials, salvage all parts and material 
which can be utilized by the Navy, demilitarize all material classified as arms, 
ammunition, and implements of war, segregate the scrap, and prepare scrap for 
sale when economically desirable. A review of Navy records indicates that the 
Navy has sold, from the Norfolk area scrap yards, during the period January 1 
through June 30, 1953, salvage material for a return of $118,942 and scrap mate- 
rial for a return of $517,494. This monetary return was credited to the Treasury 
of the United States through the operation of serap yards in the Norfolk area in 
addition to the reclaiming of many tons of material for stockpiling or reuse by 
the Navy. 

4. Mr. Katz’ statements of opinions such as, ‘‘A nearby scrap operator using 
the equivalent of only one-fourth the men, one-fifth the equipment, and one- 
fourth the space, processes and ships almost twice the total tonnage handled or 
sold through the Navy Base scrap yard at Norfolk,” can be neither substantiated 
or refuted by facts presently available to the Government. If the subcommittee 
desires to determine the authenticity of these opinions, it is recommended that 
an impartial organization, such as the General Accounting Office, be requested 
to make a comparative cost study of the operation of the scrap yard at the Naval 
Supply Center, Norfolk and the operation of the scrap yard of Mr. Julius Peck. 
The Navy will make all records and books readily available if such a study is 
desired. 

M. L. Royrar, 


HEADQUARTERS Firra Navat District, 
Norfolk, Va., August 10, 1958. 
From: Commandant, Fifth Naval District. 
To: Chief, Bureau of Supplies and Accounts. 
Subject: Comments on adverse information concerning naval activities. 
teference: (a) Chief, BuSandA letter code S03, L8/N D5, of July 23, 1953. 
(b) Institute of Scrap Iron & Steel, Inc., memorandum: Naval scrap 
yard operation sample. 
Enclosure: (1) Statement of NNSY Assistant Chief, Scrap and Salvage Section. 
(2) Statement of Assistant to Officer in Charge, NSC Salvage Yard. 
1. Pursuant to paragraph 2 of reference (a), the statements in reference (6) 
were investigated and disclosures of facts bearing on those statements are listed 
hereunder: 
A. STATEMENT INVESTIGATED 


“The Naval Supply Depot at Portsmouth employs about 45 laborers, a half 
dozen supervisors; there were 4 diesel locomotive cranes and so I assume 4 crane 
operators are also employed, as are 4 shear operators, 1 press operator, and 
administrative personnel.” 

Facts found.—In the Norfolk Naval Shipyard salvage yard a total of 64 persons 
are employed as follows: 

42 laborers and hi-lift operators (these laborers are assigned from a labor pool 
and are used in the salvage yard only when required to perform actual current 
work). 

2 supervisors. 

3 crane operators (3 diesel locomotive cranes are assigned permanently to the 
salvage yard). 

1 press operator. 

9 IVb employees. 

7 burners. 

Seven of the above employees work in the salvage-yard area but are not 
actually engaged in the salvage operations. Personnel operating shears are 
laborers who are assigned other labor duties when not operating shears. 
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B, STATEMENT INVESTIGATED 


“There are approximately 4 acres in the scrap yard which handles only 3,000 
gross tons of scrap per year. 

Facts found. ere are approximately 4 acres in the scrap yard. The yard 
handled 13,003 gross tons of metal scrap during fiscal year 1953, not 3,000 gross 
tons, and in addition processed 3,268 gross tons of waste material ‘and the material 
involved in $133,231 of salvage sales. 


C. STATEMENT INVESTIGATED 


Paragraph IA of reference (b) comments on a number of private scrap yards 
operated and the capacities of these firms. 
Facts found.—Accurate statistics on these firms are not available. 


D. STATEMENT INVESTIGATED 


‘A conservative estimate is that the direct preparation costs alone at the 
Portsmouth yard run at least four times higher than those for a commercial 
operation for one-sixth the tonnage.” 

Facts found.—Costs of private operators are unknown. However, it was found 
that the Portsmouth Naval Shipyard processes more than four times the tonnage 
stated in reference (b). 

E. STATEMENT INVESTIGATED 


“Yet at Portsmouth, the price competitively bid for unprepared steel in the 
last month was $28.30 per ton and the price bid for prepared steel was $30.78 a 
ton—a difference of $2.48 per ton. * * * I would estimate conservatively that 
the Navy’s cost of preparation for such steel scrap was at least $8 per gross 
ton. 7 * 7 

Facts found.—The bid prices quoted above were verified. This sample differ- 
ential considered alone is misleading. The avearge differentials between prepared 


and unprepared scrap during fiscal 1953 for all Navy sales in Norfolk were as 
follows: 


(1) Mass Sands heavy midltine steels. oo. 8. 5k ek cccwcccsce $5. 28 
ap I Pte. co lU eee cn ectomennpecwnnpé pane es sepenee seer 8. 17 


The average cost of preparation of steel scrap at the shipyard is less than $5 per 
ton. It is to be stressed that such preparation is mainly for the purpose of segre- 
gating nonferrous metals from the ferrous scrap. A total of 2 ,065,910 pounds of 
nonferrous metals valued at $309,886.50 were recovered at the shipy ard through 
such segregation and shipped to smelters in accordance with genera] stores supply 
office directives during fiscal year 1953. Over 25 percent of this material was 
accumulated as a direct result of scrap preparation. 


F. STATEMENT INVESTIGATED 


“The Portsmouth yard, which last year sold about 3,000 tons of all kinds of 
scrap has a Dempster 275 baling press and we were told it was ‘waiting for in- 
stallation.’ ”’ 

Facts found.—A Dempster 275 baling press is on hand at the Norfolk Naval 
Shipyard awaiting installation. The press will be installed when funds are forth- 
coming for such purpose. It is to be noted that the old baling press currently in 
operation, with an estimated life of 12 years, has been in use for 16 years and is 
now obsolete and in poor condition. 


G. STATEMENT INVESTIGATED 


‘However, of this 3,000 tons, only 1,000 tons might be baling material—and 
they have been accumulating it for months.” 

Facts found.—The shipyard disposed of 2,060% tons of baled scrap and another 
1,678% tons of unbaled scrap during fiscal year 1953. The latter tonnage was 
sold to dealers unbaled because the baler currently in use could not handle the 
volume of work. 

H. STATEMENT INVESTIGATED 


“In nearby scrap yards are 4 large presses and in the larger competitive areas, 
another 6 presses which are operating from 20 to 35 percent below capacity.”’ 
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Facts found.—Local dealers were apparently not in need of baling scrap since 
the high bidders for Navy scrap in the past year were from distant points. With 
the exception of 300 tons which were shipped to a Newport News dealer, all of the 
scrap listed in (f) above was shipped several hundred miles away from this area. 


I, STATEMENT INVESTIGATED 


‘At the naval base scrap yard at Norfolk, which acts as a central selling agent 
for all the service installations in the nearby area (a desirable method so far as 
cutting down paper work is concerned) the scrap yard occupies about 6 acres. 
In addition, there are several acres of storage ground, plus another several acres 
of dump ground. This yard has 2 diesel locomotive cranes, 4 large truck cranes, 
2 small truck cranes, 8 fork trucks, and 6 truck trailers, etc. Less than one- 
tenth the yard is used for lumber or other storage. It has four shears in addi- 
tion to cable splitting machines and metal smelting equipment, and a host of con- 
veyors, also several Rube Goldberg contraptions, such as a guillotine can smasher 
(which finally was given up as a bad operation).” 

Facts found.—The salvage yard of the Naval Supply Center, Norfolk, does 
occupy approximately 6 acres; however, it is used for many things other than 
working metal scrap; for example, shredding paper, salvaging lumber, burlap bags, 
rope, canvas, hose, tires, tubes, etc. Whereas reference (b) states that 2 diesel 
locomotive cranes, 4 large truck cranes and 2 small truck cranes are used, actu- 
ally only 1 diesel locomotive crane, 2 large truck cranes and 2 small truck cranes 
are assigned to the yard. In addition, 2 fork trucks, not 8, 1 Hyster, 3 plane lead- 
ers (1 on a temporary basis) and 2 shop mules are utilized. No truck trailers 
are assigned to the yard. The 6 truck trailers referred to were actually 6 trash 
trucks from the naval supply center, in which scrap and salvage material was 
delivered to the salvage yard from the naval base. Four shears and one cable 
splitting machine are used. For melting nonferrous metals 2 small furnaces are 
operated, 1 for melting lead and 1 for melting zinc. The latter is used in mutilat- 
ing lithographic plates containing confidential data. Conveyors in use consist 
of 3 portable and 3 fixed type conveyors. The Rube Goldberg contraptions re- 
ferred to consist of 1 standard Dings magnetic separator fitted with 2 chutes, 1 
for carrying away nonferrous metals and 1 for carrying away ferrous metals; 
1 drum masher, not discontinued as a bad operation as stated, but used only in 
emergencies to augment the baling press and for mutilation of large items of a 
classified nature; and 1 steam hammer operated by compressed air used for smash- 
ing frozen fittings on pipes and breaking off of nonferrous metals from ferrous 
metals when so required. 

J. STATEMENT INVESTIGATED 


Annually, the Norfolk yard sells ten to fifteen thousand tons, but this includes 
material which is double handled (see appendix, case example B) and credited 
to the naval base scrap yard at Norfolk from nearby naval installations at Fort 
Story, Nansemond |Forwarding Depot, Little Creek, and St. Julian’s Creek, 
It also includes the tonnage sold but not double handled for such bases as Chinco- 
teague, Portsmouth, Langley Field, Fort Eustis, Huntington, W. Va., etc. (See 
appendix, case example C)”’ 

Facts found.—During the fiscal year 1953, the disposal department NSC, 
Norfolk, disposed of by sale ferrous scrap from all satellite activities amounting to 
21,065 gross tons. Current instructions require that small activities in the Nor- 
folk area not having facilities and personnel to sort, segregate, and process salvage 
and scrap materials for proper disposal send such materials to the NSC, Norfolk 
Salvage Yard in the best interest of the Government for proper segregation and 
processing. 

K. STATEMENT INVESTIGATED 


‘‘While this is a more sizeable tonnage, the space allotted, the men, and equip- 
ment utilized are again 3 or 4 times those used by the average private scrap 
installation. A nearby scrap operator, using the equivalent of only one-fourth the 
men, one-fifth the equipment, and one-fourth the space, processes and ships 
almost twice the total tonnage handled or sold through the naval base scrap yard 
at Norfolk.” 

Facts found.—No comment is submitted on the generalization concerning the 
efficiency of the nearby private operator. Personnel engaged in operation at the 
naval supply center salvage yard consist of the following: 

5 men on the metal baling machine. 
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2 men on yard shears. 

3 torch operators. 

9 men loading, unloading, segregating and storing in proper bins all types of 
material including stockpile material, ferrous and nonferrous scrap. 

8 — retrieving material from the Government dump adjacent to the salvage 
yard. 

4 men at the lead smelting plant who perform the following operations: Two men 
cut and remove lead covering from scrap cable while the other two melt the 
metal and operate the furnace. When the furnace is not in use these men 
are engaged in burning insulation from copper wire and baling the wire. 


I, STATEMENT INVESTIGATED 


“There are 10 private scrap yards nearby, adequately equipped with presses, 
shears, cranes, etc., that could and have processed in less than a month the total 
of Norfolk naval area scrap generated in the entire year. (See appendix, case 
example D.)”’ 

Facts found.—Again no accurate statistics are available on the generalization 
concerning the 10 private scrap yards stated to be in the area. However, it is to 
be stressed that operations in Navy salvage yards are not confined to the mere 
processing of scrap. The functions of demilitarization of weapons and equip- 
ments, the segregation and collection of stockpile material and the screening of 
materials of all kinds for possible use within the Government, are all required 
by current directives. These functions are necessarily tedious and time con- 
suming; therefore, comparisons of the operation of commercial scrap yards with 
Navy salvage yards seem illogical. 


M. STATEMENT INVESTIGATED 


“TIT. The Navy attempts justification of this commercial activity on the basis 
of recovering scrap for reuse in defense weapons; yet evidence strongly indicates 
that substantial tonnage of such scrap was deliberately withheld from reuse in 
defense weapons at a time of the most critical scrap shortage. 

“There are 3 piles of scrap, totaling over 1 million pounds of light sheet steel 
suitable for baling, which have been rusting away in a storage area adjacent to 
the dump at the naval base scrap yard at Norfolk ‘for more than 2 years’ according 
to the foreman’s own words.” 

Facts found.—Investigation failed to disclose any instances where scrap was 
“deliberately withheld from reuse in defense weapons at a time of the most 
critical scrap shortage.’”’ The 3 piles of scrap referred to in reality were 2 rotating 
working piles at the naval supply center salvage yard. When scrap is delivered 
to the yard it is segregated and placed in these two piles which are being worked 
continually; that is, daily, metal is being thrown on the piles and being removed 
from the piles for further processing. 


N. STATEMENT INVESTIGATED 


“‘At the same time there were alse more than 2,000 tons of ammunition cans at 
St. Julians Creek, the United States naval ammunition depot, and at the naval 
base scrap yard at Norfolk, which were withheld from shipment against the 
repeated written orders of the Government and urgings of the private scrap 
dealers to get all possible scrap into vital steel production for defense needs. 
The Navy has slowly worked off the can tonnage and last month sold 500 tons at 
St. Julians. Responsibility for this serious violation of regulations in keeping 
that scrap out of steel production when it was most urgently needed is a charge 
which should not be overlooked. Withholding from the market this then very 
critical material has also resulted in a decreased price received because of the 
lessening of this peak demand.” 

Facts found.—It has been a long established ordnance policy that when am- 
munition is expended by the fleet the firing cartridge cases and containers will be 
returned to the ammunition depot for demilitarization and salvage of serviceable 
components. NavPers 16194, chapter 9, paragraph 9C1 is quoted, “All empty 
cartridge cases, tanks, boxes, bomb crates, grommets, fuse covers, distance 
pieces, cork plugs, nose blocks, woodblocks, etc., shall be collected immediately 
after firing, carefully cleaned, dried, packed, and marked for return to navy 
ammunition depots. Such material shall not be used for any other than the 
designated purpose.” The ammunition containers referred to are included in 
the above categories. The statements concerning these containers appear 
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inaccurate. The allegation that the Navy has slowly worked off the can tonnage 
is refuted by the following tabulations of statistics covering the period from 
June 1, 1952, to date. Shipments of inert ordnance including scrap from the 
naval ammunition depot, St. Julians Creek, are as follows: 


Weight Weight 

in gross in gross 

tons tons 
oc on vc gene 408 1953—January._.............-.. 2, 047 
tech rae etc 485 I a oe eae 2, 045 
SEG T ktneweikna eta aaes 378 a ll Ase dint 1, 468 
BOntLAINbOr.....cnncnnncn 577 itl rel hich act ea 1, 426 
a ils 5a et ng ae 356 heater idly Minaya 1,173 
Oe ae 675 NE. 5 net acetal 2, 368 
i r 1, 372 na 

EE ateucuaeae 14, 77 


0. STATEMENT INVESTIGATED 
“Case example A 


“Indicative of the waste and inefficiency, one diesel locomotive crane operator 
was driving back and forth, moving his crane. I asked a supervisor what he was 
doing and was told he was ‘just keeping in practice’. 

‘An acetylene torch burner was cutting a metal mesh guard which was approxi- 
mately 2 by 5 feet with an open end around a steel frame. In ahalf hour, he had 
cut one 2-foot section. He was sitting on an old airplane seat, well padded 
under an sogpermes canvas canopy. In trying to torch this metal mesh, he was 
torching air half the time. Such scrap should be baled and I asked the supervisor 
why it was not being baled. He said his orders were to have them torched. A 
dealer was told the oxygen and acetylene for torching doesn’t cost anything 
because the Navy makes its own right there.”’ 

Facts found.—Records indicate that on July 15, 1953, Mr. B. Z. Katz and Mr. 
Julius Peck registered at the scrap yard to inspect some material being offered for 
sale. During their visit they were accompanied by the Assistant Chief of the 
Scrap and Salvage Section whose statement regarding the circumstances is ap- 
pended as enclosure (1). 

P. STATEMENT INVESTIGATED 
“Case example B 


“Yor instance, scrap steel clippings from a nearby base—St. Julians-—which are 
ready for shipment are double handled and shipped to the naval base scrap yard 
at Norfolk where they are stored for as long as 2 or 3 months before they are sold 
(the reason seeming to be in order to enable Norfolk to make a showing of volume). 
This double handling entails two switching charges, loading, unloading, and re- 
loadings; does not add $1 to the value of the scrap and costs as much as $5 per 
ton additionally. Scrap has been stored at these naval installations from 3 to 6 
months and is just lying around taking up storage space (apparently to show they 
have scrap and so that they can hire men and try to justify these new expendi- 
tures for equipment).”’ 

Facts found.—Some shipments of scrap steel including 40 M/M clips were made 
from NAD St. Julians Creek to Norfolk Naval Shipyard and to Naval Supply 
Center, Norfolk. This was done in order to keep working areas for processing 
containers and components free from scrap accumulations. The alternative of 
keeping this scrap at the depot would have necessitated double and even triple 
handling. The delay in disposing of the shipments to NSC, Norfolk, is accounted 
for as follows: The material consisted of a mixture of cast aluminum and steel 
clips. When offered for sale on May 5, 1953, under sales catalog B-135-53, the 
highest price offered was $23.60 which was rejected as an unfair bid. The mate- 
rial was subsequently sold under sales catalog B-3-54 on July 3, 1953 for $29.28 

r ton. 

a costs of double handling, it was determined that such costs for am- 
munition clips were less than $1 per ton. 

The statement that scrap is stored for 3 to 6 months is not understood as all 
ferrous scrap of carload or greater quantity is sold at a minimum of once every 
2 months. 

Q. STATEMENT INVESTIGATED 
“Case example C 

“At the naval air station at Norfolk, across the road, there are about another 
20 men employed, and the smelter for sweating aluminum was inoperative, as 
it had been for ‘some time.’ It is important to note that aluminum from propel- 
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lers, which might bring about 15 cents a pound on the open market, was in the 
same bin for smelting down with aluminum fins, which might bring about 7 cents 
& pound on the open market; yet both are put together, resulting in a downgrading 
of the metallic yield and revenue received. This yard also had a large scrap 
accumulation stored.” 

Facts found.—The smelting plant at the naval air station, Norfolk, salvage yard 
operates approximately 75 percent of the time, 24 hours a day, 5 days a week. 

he plant has been inoperative since June 26, 1953, due to insufficient quantities 
of scrap aluminum on hand to be smelted. It is anticipated that smelting will be 
resumed about August 16, 1953. 

No bins are used in storing aluminum awaiting smelting. Such aluminum is 
stored in an open area adjacent to the smelting plant. Ninety percent of all 
propeller blades received at the salvage yard are reissued to the overhaul and 
repair department for use in manufacturing castings required in the repair of 
aircraft. Such blades are nonpreferred and damaged types which cannot be 
sold as line items. The quantity of blades remaining is so negligible that it 
does not warrant accumulation for sale. The chemical analysis of propeller 
blades is only 2 percent higher than other types of aluminum smelted by this 
activity. 

The statement that this yard also had a large scrap accumulation stored is 
misleading. There is an accumulation of scrap material in the yard consisting 
of residue from the aluminum smelting plant, mutilated aircraft accessories, 
iron and steel scrap, and scrap inner tubes which had accumulated since ‘ay 
1953. On July 22, 1953, a total of 195 tons of the above scrap was sold on sealed 
bid sale under Naval Supply Center Catalog B—10-54 for $6,393. A sale of 
100,000 pounds of aluminum ingots was made on July 3, 1953, on sealed bid sale 
under Naval Supply Center Catalog B-3-54 which netted $17,590. This activity 
sells scrap on an average of once every 60 days and aluminum ingots on an average 
of once every 30 days. Therefore, the maximum backlog at any one time is a 
60-day accumulation which is considered to be normal. For information purposes, 
there was a sale on May 5, 1953, of 325 tons of accumulated scrap under Naval 
Supply Center Catalog B-135-53 which netted $22,062. Much of the so-called 
accumulation observed from time to time is merely sold scrap which is awaiting 

ickup. 
. , R. STAIEMENT INVESTIGATED 
“Case example D 

“While in the yard for a period of more than a working hour, I neither saw 
nor heard a piece of scrap move, except for 6 men who were splitting some cable, 
a function normally performed by 2 men. 

“One of the diesel locomotive crane operators was working a crossword puzzle. 
His helper was sunbathing on the top of the cab. There were 7 men operatin 
the paper baler, while the 2 truckdrivers were reading comics in the cab. K 
private business uses 2 men for the same operation. I was told that the smelter 
for copper and lead was used maybe once a week. The half dozen men for this 
operation are there full time. 

“‘These laborers are used exclusively on scrap handling. Navy enlisted person- 
nel in the brig are used for yard duty on the lumber handling or storage activities 
under armed guard supervision. 

“Their scrap baler was not operating and there were 6 laborers, 2 supervisors, 
and 2 engineers working on some kind of conveyor. While we don’t know the 
tonnage baled, it would not seem to be enough to justify a new larger baling 
installation. The inefficiency of the present operation strongly suggests its 
discontinuance.” 

Facts found.—No additional evidence to supplement the statements of Mr. 
Katz and Mr. Gordon, assistant to the officer in charge, naval supply center 
salvage yard (see enclosure (2)), could be obtained other than contained in the 
following paragraph: 

The paper-baling plant is operated by 11 men, including one snapper. Two 
baling machines are in use. Four men are employed in shredding paper and 
baling the shredded paper. (All this shredded paper is issued to the naval sup- 
ply center for use in packing operations.) The other 6 men receive and unload 
wastepaper, cardboard and fiberboard, remove contaminating matter, and load 
out paper scrap sold under quarterly contract. Two men are normally assigned 
to stripping cable at the naval supply center salvage yard. However, inasmuch 
as from time to time the work load varies between different operations, workers 
are accordingly shifted for more efficient utilization of their time. Consequently 
it is possible that 6 men could be stripping cable at one time. 
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2. Navy salvage and scrap yards in the Norfolk, Va., area are primarily en- 
gaged in the performance of military functions in carrying out directives from 
higher authority pertaining to the processing of surplus, salvage, and scrap 
materials. The processing of such materials is necessary for purposes of demilitar- 
ization and recovery of strategic and critical materials for stockpiling, and the 
handling of scrap metal is incidental to these operations. 

I. N. Kranp. 


Avaust 4, 1953. 
On July 15, 1953, Mr. B. L. Katz and Mr. Julius Peck registered at the scrap 
and salvage yard office to inspect some aluminum scrap which was being offered 
for sale on catalog B-10-53. I accompanied Mr. Katz and Mr. Peck during 
their inspection and to my knowledge Mr. Katz did not at any time speak to me 
or any other shipyard employee regarding crane operators or metal burners. 
I would estimate that their visit was of about a 10- or 15-minute duration. 
Records of the shipyard security officer indicate that Mr. Katz and Mr. Peck 
entered gate 36 of the shipyard proper at 1300 and departed at 1330. I would 
estimate that about 5 minutes are required to travel from gate 36 to the scrap 
yard office. No prospective bidder is permitted to inspect material without an 
escort. In the event that one is not available, the visitor must wait until an 
escort is available. 
Tito G. G. Sciscent, 
Assistant Chief Scrap and Salvage Section. 
Witnessed by: 
J. V. Gamrte, LCDR, SC, USNR. 


NAVAL Suppiy CENTER, 
Norfolk 11, Va., August 3, 1953. 
To Whom It May Concern: 
In regard to the baling press being inoperative at the time of the survey made 
by Mr. Katz, the following statement is submitted: 
There were four scrap yard laborers assisting the services department by digging 
a pit for the foundation of the conveyor. A welder and helper from the public 
works department were repairing a broken part of the baling press. A supervisor, 
a machinist, and helper from the services department were working on the con- 
veyor in preparation for its installation and a supervisor, two carpenters, and a 
helper from the services department were taking measurements for making cement 
forms for the conveyor foundation. 
R. W. Gorpon, 
Leadingman Supply, Assistant to the Officer in Charge, 
Naval Supply Center Salvage Yard. 





